Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8

THE FEDERAL EFFORT AGAINST
ORGANIZED CRIME

HEARINGS

BEFORE A

SUBCOMMITTEE OF THE
COMMITTEE ON

GOVERNMENT OPERATIONS
HOUSE OF REPRESENTATIVES

NINETIETH CONGRESS
FIRST SESSION

PART 1
APRIL 5, 13, AND MAY 16, 1967

Printed for the use of the
Committee on. Government Operations

&

U.8. GOVERNMENT PRINTING OFFICE
78-608 WASHINGTON : 1967

For sale by the Superintendent of Documents, U.S. Government Printing Office
Washington, D.C. 20402 - Prico 40 cents

Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8



Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8

oo

COMMI'TTEE ON GOVERNMENT OPERATIONS
WILLIAM: L. D,AWSON Minals, Chaérmen

CHET HOLIFIELD, Califwnia =~ " FLORENCE P. DWYER, New Jersey
JACK BROOKS, Texas . ,.QGDEN R. REID, New York

L. H, FOUNTAIN, North Jarolina FRANK HORTON, New York
PORTER HARDY, Jg., Vigginga . - | ;}ONALD ,RUMSE‘ELD linois
JOHN A. BLATNIK, Min' edota:. ¢ HN N, Ef{LENBORN Tllinots

ROBERT E. JONES, Alabama JOHN W, WYDLER New York

EDWARD A. GARMATZ, Marylﬁhd
JOHN E. MOSS, California ’

"”ﬁo Gy L8, Kansas
I%E%’\IC & }}ROWN Jr., Ohio

DANTE 3. FASCELL, Flcrida JACK EDWARDS, Alabama

HENRY S. REUSS, Wmcm in: o ., GUY YANDER JAGT, Mlch}gau i
JOHN 8. MONAGAN } Corhedticut’ 1 JOHN T MYERS, Indiaga = : -

TORBERT H. MACDON ALD, Masqachuceus FLETCHER THOMPSON, Georgia
J; EDWARD ROUSH, Indana, voi s WILLIAM 0. CQWGER, Kegtuoky

WILLIAM 8. MOORHtA b Penuylmma T IMARGARET M, HE(,‘!KLER, Magsachusets
CORNELIUS E. GALLAGHER, New Jersey  GILBERT GUDE, Maryland

WILLIAM J. RANDALL, Missouri, -
BENJAMIN S. ROS SENTHAL; New York "
JIM WRIGHT, Texas

FERNAND J. 8T GERMAIN, Rhode Islhad "

NS R SN A

(RS S
CHRISTINE RAY DAVIS, Sieff Director
JAMES A. LANIGAN, General Counsel
ViiiEs (. FoMNEY, Asjhciote General Counsel
J. P. CARLSON, Minority Counsel
WiLLtaM H. COPENHAVER, Minority Professional Staff

LEGAL 4ND MONETARY AFFAIRS SUBCOMMITTEE
DANTE B, FASCELL Flor;da C;haa'man

PN
CORNELIUS E. GALLAGIER, N‘ew Jer y ACK EDWARDS Alabama
JIM WRIGHT, Texas TGUY VANDER ﬂé'r Michigan
FERNAND J. 8T GERMAN, RhodeIsland ~ WILLIAM 0. COWGER, Kentucky

Appr

M. Joseru MATAN, Staff Administrator
CHAR-ES ROTHENBERG, Counsel
MILLICENT Y. MYERS, Clerk

oved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8




Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8

RERINEN S VoIS L L
v fyere
BEILLOLUE RRREMG e
[SERRTIANI 8 U0 RN
PE Ofge

[ T ¥ S SRR N PR

BETRRIE T ] I S

G INULR I Page
thaie cree B L TR NTY S B S TP S S O ST 27 (A IR RRT1

Cinrnendterfeind dCr s

: Bin i, hee, R TR ]
B IR TR ‘mnno .

oy 5 Coy s ; LT
L3 Tengene N fheei s oo gl

AHea,rings‘heldlon.—_. ]

Apl"ﬂ 5,‘ 1967.:;.;..__;;!‘,-;—4‘_-; .. o -w;-ﬁ+~--1ri‘.h,r.7’n3~f--r-j---’-—---- 1
April 13, 1967 T T i h e m e e e 33
May 16, 1967 ____ ... 59

Statement of—

Kolar, William A., Director of the Intelligenee Division, Internal
Revenue Service, accompanied by Thomas B. Carney, executive
assistant, office of the Director_ o oo 60, 108

Serr, Harold A., Dircetor, Alcohol and Tobaceo Tax Division, accom-
panied by Thomas Casey, Chief, Enforcement Branch, Office of
Alcohol and Tobacco Tax Division; and John MeCarren, Office of
Chief Counsel, Internal Revenue Serviee_ - - oo _.____.. 79

Vinson, Fred M., Jr., Assistant Attorney General, Criminal Division,
Department of Justice, accompanied by Henry Petersen, Chief,
Organized Crime and Racketeering Seetion_ .. . ____._ 5, 34.

Letters, statements, cte., submitted for the reeord—

Kolar, William A., Dircctor of the Intelligence Division, Internal
Revenue Service:

Letter from Willic Bauer, chief of police, Beaumont, Tex.,

dated March 15, 1967, with enclosure__________ . ___________ 78
Organized erime drive status report, fiscal years 1961 to 1966,
inelusive, table. o L ______. 61
Public officials presently ineluded in the organized crime drive
category, table. - o e ieooo- 76
Serr, Harold A., Director, Aleohol and Tobacco Tax Division, Internal
Revenue Serviee, statement. - _____________.__._. 80

Vinson, Fred M., Jr., Assistant Attorney General, Criminal Division,
Departiment of Justice:

Exhibits showing the results of a survey by the Immigration
and Naturalization Service of the Kefauver committec hearings,
1950-51, made for the purpose of determining what pcrsons
were amenable to Service action leading to deportation or

denaturalization____ Ll ... 9
Federal resources applied in combating crime, fiseal year 1967
(approximations), table___________________________________ 20

Letter filed by the Department with the Supremne Court in con-
neetion with two pending wagering cases which indicate the
revenue from wagering taxes and the cstimated cost of enforeing
thosc statutes, dated January 23, 1967___ _________________ 7

Memeorandum from James W. Muskett, staff assistant, Criminal
Division, Department of Justice, to Mr. Gerald Shur, dated
Mareh 20, 1967, rc Division appropriations and average

number of Division assignments___________________________ 52
Memorandum from the President sent to all departments and
ageneics which partieipate in the organized crime program.__.__ 13

Mcemorandum of understanding between the Departments of
Justice and Labor relating to the investigation and prosecution
of crimes and eivil enforcement actions under the Labor-
Management Reporting and Disclosure Aet of 1959 (Public

Law 80-257) e 35
Nareotics convictions by the Burcan of Narcotics and the Bureau
of Customsin 1966_ _______________________ U, 15

Organized Crime Section statistics indicating the number of
eriminal informations ‘and indictiments, the individuals
indicted, and the individuals convieted, from 1961 through
1066 e memcmemeccmene- 11

Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8



Apprbved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8
Y CONTENTS

Letters, statements, etc.—Continued

Appr

Vinson, Fred M., Jr.—Continued Page
Percentage of increase of voluntary compliance, comparing all
taxpayers in the North Atlantic region with racketeers in that

same region, June 30, 1961-66_____________________________ 15
Quantitative analysis of indictments, convictions, and acquittals
of Cosa Nostra personnel, 1961-66, table___________________ 19
Statutes administered by the Organized Crime and Racketeering
Seetiom . o e 34
Wagering enforcement, Intelligence Division, IRS, June 30,
1961-66, table_ s 17
White House press release dated May 1966 cntitled “Remarks
of the President—The Drive Against Organized Crime'’______ 12
Appendix—Task Foree Report: Organized Crime. ... ___ ... _________ 113

bved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8




Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8

THE FEDERAL EFFORT AGAINST ORGANIZED
: o CRIME

WEDNESDAY, APRIL 5, 1987

HousE oF REPRESENTATIVES,
LecAL AND MONETARY AFFAIRS SUBCOMMITTEE
oF THE COMMITTEE ON GOVERNMENT OPERATIONS,
: - Washington, D.C,

The subcommittee met, pursuant to notice, at 2:25 a.m,, in room
2247, Rayburn Office Building, Hon. Dante B. Fascell (chairman of
the subcommittee) presiding. ‘ :

Present: Representatives Dante B. Fascell, Cornelius E. Galla her,
gergand J. 5t Germain, Jack Edwards, Guy Vander Jagt, and Wiﬁja.m

. Cowger.

- Also present: M. Joseph Matan, staff administrator; Charles
Rothenberg, counsel; Millicent Y. Myers, clerk; and William H.
Copenhaver, minority counsel. - - ' - :

Mr. Fascrrn. The subcommittee will please come to order.

Today we begin an examination of the Federal Government’s efforts
and capabilities to cope with the menace of organized crime.

From all the evidence at hand, there is no doubt that organized
crime exists, and that its existence and influence constitute very réal
threats, in one way or another, to the well-being of every man, wWornan,
and child in this Nation. :

Crime, in general, has risen to such an extent in our land that every-
where strong efforts are underway to cope with that problem. Or-
ganized crime, too, is growing, and recognition of the problem that its
growth presents caused the President to ask his Crime Commission
to find out why organized crime was expanding despite the Nation’s
best efforts to prevent it.

It would have been a happier day if the Commission could have
reported that the menace is being contained. But after studying the
problem, the Commission had to conclude that efforts to curb the
growth of organized crime in America have not been successful. This
is a frightening conclusion and indictment. ‘

The Federal Government’s efforts necessarily have been only a
part of the country’s ficht against organized crime. Prosecutions for
offenses, except in fairly limited instances, are within the jurisdiction
and prerogatives of the States and their subdivisions.

Orgenized crime, however, does not confine its operations to local
areas, or within particular States, or to local offenses. It operates
pretty much throughout the Nation, and with little regard for State
or local boundaries, except as it might serve its purposes to try to
avoid Federal criminal jurisdiction.

1
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The Federal effort to combat syndicated crime, though limited, is
‘a, very important part of the whole. We are here to determine the
-capabilities of the Federal Government to control organized crime,
particularly in the ligat of the fact that the spread of such crime has
not; been stopped. We do so because this subcommittee has the obli-
:gatioﬁ%{df‘?éfa,gfﬁtﬁlg fnd évaluating' the efficienéy éand economy of
operations of many of the agencies of the Government which are
involved in the Federal efforn against organized crime, including the
Department of Justice, and the Treasury Department.
hese two Departments themselves include the FBI, Immigration
and Naturalization {jervice, Secret Service, Bureau of Narcotics,
Internal Revenue Ser rice, Customs Bureau, and Alcohol and Tobacco
Tax Division, ... oo coeeis el
so within- this subcomrittee’s jurisdiction are other agencies
which participatein combating organized crime in' one way or another,
sudh ‘ds, thie Sécurities and Exchange Commission and the banking
SUDETVASOLY AZENCIeS: ¢ -« 1 o L T DU e e
+.. Starting with the premise that organized crime exists, we will want
to determine as best ‘ve can the full magnitude of the problem that it
présents; whatthe Faderal Government’s role is in the fight against
organized crime; what weapons it has with, which té carry out its
responsibilities; whether its resources are fully used to the greatest
advantage; whether the best possible results are being obtained; and
whether greater resources, through increased manpower or equipment,
or lwhatever else would strengthen its capabilities. AU
The Chief Justice in addressing the President’s Conference on Crime
Control last week stated that— :
Organized crime ¢an lje stopped because it is a direct assault upon the dom-
munity in which it thrives, and no crime syndicate can openly defy the law in
any of its moneymaking activities if the community is determined that it shall
mot exist. i o
" If the subcommitt2e were to do nothing more than to provide the
people of -the United States with a better comprehension of the
orbanized crime menace and the obligation of the citizenry to aid in
eradicating this evil. I would feel that our efforts were more than
justified. However, vie do not intend to stop at that point. It is cer-
tainly my fervent hope that this study will result in actions and recom-
mendations which 3qill further buttress the Federal Government’s
ahilities to carry out its responsibilities against syndicated crime.
"The Department of Justice, as the Federal Government’s prosecu-
tive arm, has the responsibility for, and supervision of, the enforcement
of all Federal criminal laws. Its Criminal Division, for the past 13
ydars or more, has 1 aintained an Organized Crime and Racketeering
Section, with respor sibilities for coordinating generally the enforce-
ment activities wheh are directed against organized crime and
racketeering.
We want to find cut how it could be that although the section has
been in operation for quite a few years, and although organized crime
continues to flourisy, the Department with all its U.S. attorneys,
allegedly has neither the personnel nor the financial resources to
investigate all thos: suspected of being assoctated with organized
cifime.
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. The head of the Qrganized Crime and Racketeering Section is re-
‘ported to'have mdde that statement recently, and to have also said
[T L PE P T S RUP RN S TR B P B : “
% % oven taking into account other Federal investigative agencies with which
the Justice Department o erates—including Secret Service, FBI, Bureau of Cus-
“toms, Internal Revenue ervice—we couldn’t police one major community.
. "At this point, T would like to yield to my distinguished colleague and
ranking minority member, the, distifiguished Congressman, Jack
Edwards. T A o o .
. Mr, Epwarps.. Thank you, Mr. Chairman.
 Thé Unit 1

_ The United States is an affluent society. Unfortunately, it is afflu-
‘ent not only in'wealth but in crime. Each year, criminal offenses and
arrests increase faster than population growth. Each year, the crime
rate advances more rapidly than the gross national product. It has
-been noted that reported crime constitutes about a third or less of
‘offenses actually committed. = - o ‘

Crime now ‘affects the lives of each and every one of us. How we
live, where we work,. the manner in which we organize our daily
activities, are increasingly being influenced by the incidence of crime.
'Yet the type of crime perhaps that poses the greatest threat to our
life and welfare, organized crime, is not that ‘which we normally
encounter or think about. " _ o ’ 3

Geenerally, we are aware of that type of crime that I choose to call
surface crime-—murder,  robbery, burglary, rape, aggravated assault,
larceny, and auto theft. As'serious aé these crimes are, however, they
are no more disturbing to me than.those we classify as organized
erimes., . ot R

. Make no mistake, I am extreme] ‘concerned about surface crime.
TIts daily threat to the lives and we fare of our citizens is intolerable,
and we must put a stop to it with every means at our disposal. But
Ao general, this type of crime is visible t0 us. Although we lack all the
[answers to its preyention, we at least know what we are dealin% with.
‘Such is not the case with organized crime. We only have limited
knowledge of its breadth, who its members are, how they operate,
and who its willing or unwilling vietims and collaborators are.
~ In truth, organized crime is a pervasive threat to, and cancerous
growth. upon, the very foundations of our society. Kvery. individual
in every walk of life is adversely affected, ersonally and materially,
by the tentacles of organized crime. _Illljgotten wealth, acquired
through gambling, narcotics, loan-sharking, and other unlawful
means, is used to seize power and control of lawful endeavors.

. Legitimate businesses are infiltrated, labor unions are taken over,

public officials are corripted. :
. Government—Federal, State, and local—has exhibited greater or
lesser degrees of initiative in recent years in attacking organized
crime. Our growing knowledge of its nature and scope has spurred us
-.on. But: what knowledge I have of current operations leads me to
believe that the country must exert much greater effort against the
network of organized crime. , s '

. Every citizen must be made fully aware of its scope and threat to
society. Every legitimate technique must be utilized to rid the country
of its presence. Every law enforcement agency must be harnessed into
a coordinated and efficient instrument to apprehend its membership.
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THE FEDERAL EFFORT AGAINST ORGANIZED CRIME

éEvery Jawful judicial process must be employed to punish and
incarcerate those aprehended.

IToday we begin Learings to learn what the Department of Justice
is doing to meet the threat of organized crime. As the Federal Govern-
ment’s chief law enforcement and prosecutive agency, it must bear
the chief burden in this direction. But, of course, since organized
ciime reaches into every communit and touches upon all aspects of
otrr lives, we must 1ot expect the Department of Justice to shoulder
this burden alone.

' Other agencies of the Federal Government, together with the State
and local governments, private organizations and individual citizens,

must
It

be called upon to assist in this fight.

is my hope thet this subcommittee will examine into the activ-

‘ities of a number of these other groups and entities. If we are to suc-

ceed,

léadership in this fight, a task which may

however, we shall have to develop im%rorlf)ed ccl)lordciﬁleg,icl))n a,111]d
e best handled by the

Department of Justice.
i Not only will it oe our purpose to determine how efficiently and
effectively the Department of Justice is conducting its own operations,

but how successtul has it been in communicating, training, cooperat-
ing, and coordinatirg efforts with these other groups?

|'We have been called upon recently to fight many domestic wars—
against poverty, injustice, ignorance, and so forth. The time has now
come for the country to launch a war against organized crime,

| Thank you, Mr. Chairmsn.

| Mr, FasceLn. Thank you, Mr. Edwards.

| Mr. Assistant Attorney General, I want you and others to realize
‘at the outset that, having made our opening statements in a bipartisan

inqui

ry into this subject, we are not unmindful of the outstanding

job which has been done by the prosecutive arm of the Government
d the investigative arms of our Government in recent years in

He.

ave
emp
nent
rhat

Bl ol o il

cast

=l = R B o

ealing with the problem of organized crime and other criminal
natters. ) '

But in light of recent events, the Crime Commission study and
he national conference which has just been held, I think that we

to take judicial knowledge of the fact and start out, at least
orarily, with she assumption that deficiencies in the Govern-

's armaments do exist in this fight. We are interested to know
they are and what can be done to remedy them.

We have invited you to be here and I want to thank you very
huch. I know you 1ave been busy testifying before other committees
n legislative matters and you have a very full schedule, as does
[r. Petersen. We nlso take note of the fact that there have been at

two select comimittees in the other body that have gone into

his matter over a period of years.
| But I do not rexall any regularly comstituted committee or sub-

dommittee on the House side that has ever gone into this matter
as we propose to dc.
| We are delighted and privileged to have you here, Mr. Fred Vinson,
and Mr, Henry Peiersen. Both of you have outstanding backgrounds
in this field, We would like you at this time to submit brief statements
of your individual backgrounds for the record so that we can have
them as you begin to testify.

We see our hearings as an extension or furtherance constructively

of th

at which has oeen started, both by the Crime Commission and
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the National Crime Control Conference at the national level, and in
many State areas.

It is not our purpose to make public any operational information,
either of current or proposed investigations or prosecutions. If any
inquiry touches on this point as we move along in these hearings,
then the chairman would consider calling executive sessions for
receiving that testimony.

S0, having set these predicates, we will be very pleased now to hear
from you, Mr. Vinson.

STATEMENT OF FRED M., VINSON, JR., ASSISTANT ATTORNEY
GENERAL, CRIMINAL DIVISION, DEPARTMENT OF JUSTICE,
ACCOMPANIED BY HENRY PETERSEN, CHIEF, ORGANIZED
CRIME AND RACKETEERING SECTION

Mr. Vinson. Thank you, Mr. Chairman; gentlemen.

It is a pleasure to be here before you on what I consider to be one
of the great internal problems of our country today. We welcome
your interest.

I am the Assistant Attorney General in charge of the Criminal
Division, and have been for approximately 2 years.

Mr. Petersen is the Chief of our Organized Crime and Racketeering
Section. He has been with that Section since 1951. He served as its
Deputy Chief for a period of many years, and last fall became Chief
of the Section.

Before making a statement, I think perhaps we should define our
terms. We have a twofold definition of organized crime: first, what
we call, or think is the hard-core problem, La Cosa Nostra; secondly,
we treat as organized crime any large continuous criminal conspiracy
which has significant impact upon a community, a region, or an area
of our country.

However, my statement is devoted primarily to the problem of the

. Cosa Nostra. However, our techniques are basically the same with
respect to the handling of both sorts of problems.
rganized crime, as you stated, is not a new problem. The Federal
Government’s interest in this problem, organized crime, dates back
to at least 1929, when the Wickersham Commission examined into
the problem of what they termed, “Lawlessness precipitated by war
and prohibition.”

Following the Wickersham Commission report, there were various
law enforcement conferences, and of course, as you noted, there has
been continuing congressional interest. I feel that no set of hearings
or no conference has so shocked the conscience of the American
people as the Kefauver committee hearings in 1951.

hroughout the reports of that committee, there were inferences
and indications of these massive criminal conspiracies, and indications
that they were aided and abetted by local corruption.

Syndicate control of the local bookmaker, considered by many to
be just a local problem, a street-corner problem, became very obvious.
The existence of loose-knit, interlocking directorates which controlled
certain types of crime in specified areas %ecame established as a reality.

But the committee was also to learn that the racketeer was found
not only engaged in these illegal activities, but that he also took his
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ill-zained funds and put them into legitimate businesses as well. And,
of course, the racketeer, in addition to transferring his funds to
legitimate enterprises;, also generally transferred his illegal methods.

In the third interim report of the Kefauver committee, they stated,
and T quote: B

The ruthless eliminatisn of comapetitors from enterprises which Mafia leaders
dedide to take over, the ruthless elimination of persons who have weakened in
their Mafia loyalties, failed to carry out Mafia orders, or who have informed
ag%inst the Mafia, has left a trail of murder from Tampa to San Francisco.

- As ‘a vesult of the Kefauver hearings, and the previous support
furnished by the 1920 Attorney General’s Conference on Organized
Crime, two pieces of legislation were enacted. This was probably the
real beginning of congressional interest in this subject. The witnesses
cohvinced the committee that the basic source of racketeering income
was gambling and gambling devices. :

This obviously was a matter of Federal interest because of inter-
state shipments, so Congress enacted the Gambling Devices Act,
which restricted the shipment of slot machines and similar gaming
eqpipment, and also, Congress enacted the wagering stamp law, which-’
required those engaged in the business of wagering to purchase:
Federal tax stamps. : : -

These two pieces cf legislation offered new tools for Federal aid to
lodal communities, t¢ buttress local communities’ fight against syndi-
cated crime. And to some extent, the tools were effective, although
the actual results were less than anticipated. Gambling device ship-
ménts were severely curtailed and unquestionably this: legislation
made a significant impaet in this area. :

The wagering stanp law provided another vehicle for Federal en-
trance into the orgarized crime field. And over the years, the Intelli-
gence Division of the Internal Revenue Service IZas_ increased 1its
manpower commitmont from 1 percent to approximately 10 percent
inithe enforcement o the statute. L

The committee might be interested in a letter which was filed by
the Department wit]% the Supreme Court in connection with two
pending . wagering cises which indicate the revenue from wagering
taxes, estimated cost of enforcing those statutes. I would be happy-
to tender that as an »xbibit. S
Mr. FasceiL. Without objection, it will be included at this point.,
The document referred to follows:) R
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OFFICE OF THE SOLICITOR GENERAL,
Washington, D.C., January 23, 1967.
Re No. 38, Marchetti v. United States of America; No. 181, Grosso v. United States.
of America.
Hon. Joun F. Davig,
Clerk, Supreme Court of the Uniled Stales,
Washington, D.C. _

Dzar Mr. Davis: At the oral argument of these cases Mr, Justice Black
inquired about the cost of enforcing the wagering tax as compared'to the revenue
collected and as to the number of people involved in that endeavor. We have
compiled the following figures, many of them estimates (as will be explained
further below):

Revenue: o E
Total revenue from wagering taxes during 1952 through 1966__ $105, 988, 000
Total amount collected as criminal fines and through forfeiture
of property during 1955 through 1966 _ _________________ $11, 418, 000
Expenses:
Internal Revenue Service’s estimated cost of enforeing wager-
ing taxes during 1955 through 1966 _________ mmm—---_I__. $18,651, 000
Department of Justice’s estimated cost of prosecutions under
the wagering tax laws during 1952 through 1966__________ $8, 370, 000
Manpower: ’
Number of agents in the IRS Intelligence Division, which has
primary responsibility for enforcing, inter alia, the wagering

tax:
052 e 1, 200
1066 e e - 1, 760

Estimated percentage of Intelligence Division’s time devoted to enforeing the
wagering tax during 1955-66, between 2.9 and 11.4 percent.

RS expenditures—The task of enforecing the wagering tax is primarily handled
by the Intelligence Division of the Internal Revenue Service. As shown on the
attached sehedule, the total cumulative budget of the Intelligence Division from
1955 through 1966 was $258 million. No cost figures arc available for 1952-54.
The Intclligence Division has, based on daily work sheets, estimated the percent-
age of time spent by its agents on enforcement of the wagering tax. As shown on
the sehedule, this has varied during 1955-66 between 2.9 and 11.4 percent. Using
these percentage estimates and the Intelligence Division’s total budget, the Serv-
ice estimates that enforcement of the wagering tax during 1955-66 has cost
$18,651,000. This figure ineludes support expenses, such as secretaries and sup-
plies, but does not include overhead, such as maintenance of buildings, nor does
it include the cost of relatively minor clerical recordkeeping tasks performed by
other divisions of the Internal Revenue Service,

In addition, regular revenuc agents, when auditing the income taxes of those
engaged in the business of wagering, may spend a small portion of their time on
examining wagering tax returns. owever, this is more than offset by the income
tax information uncovered by Intelligence Division agents incident to their
wagering tax investigations. For example, during 1962 through 1966 such activities
of the Intelligence Division uncovered approximately 330 income tax cases which
resulied in approximately $34 million of additional income tax assessments.

Department of Justice expenditures.—It is more difficult to estimate the Depart-
ment of Justice’s cxpenses ineurred in prosecuting wagering tax violations.
Approximately 95 pereent of such cases are handled by the U.S. attorney’s
offices; this has amounted to an average of approximately 800 cascs per year.
The vast majority of such cases require between one-half and 3 days of trial.!
Eight hundred prosecutions per year, each of which take an average of 3 days of
trial and 3 days of preparation, would require 4,800 man-days of work, or approxi-
mately 20 men full time per year. This would cost approximately $240,000, at an
average compensation for assistant U.S. attorneys of $12,000. Additionally, we
estimate that an average of three attorneys at the Department of Justice in
Washington, D.C.,, are occupied with such cases, which would cost approximately
$39,000 per year. Thus, according to our estimates, total annual attorney’s

! While the Grosso prosecution lasted more than a mionth, this was highly unusual. Mr, Grosso was
indicted for failure to pay the wagering excise tax for 18 separate months during a 3-year period, and the
record shows that in a 1-week period in February 1959, he and his associates took $250,000 in bets. Cases of
this magnitude are unusual; we have been informed that only a few of the approximately 800 prosecutions
per year take more than a week of trial time.
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‘salatdies amount to $279,000 ($240,000 and $39,000). Doubling this figure in order
to allow for supporting e:ipenses (such as-secretarial help, suppiies, equipment,
-ete.), indicates an estimae of $558,000 per year, or $8,370,000 for the 15-year
period from 1952 through 1966.

Thus, as shown by the vstimates set forth on page 1 above, we believe that the
wa%ﬁring tax has producel pubstantially more revenue than its enforcement has
cost.

Inl the Marchetti case, putitioner, in his brief (p. 11), has.reproduced a quotation
from former IRS Commis: ioner Caplin’s 1961 Senate testimony which apparently
indidates that the wagerirg tax laws cost more to enforce than the Government
colleets. Reading the quovation in context, however, it is clear that Mr. Caplin
did not intend this meaning. Rather, he meant that the IRS recent increase in
wagering tax enforcement expenditures had not produced an equal increase in
revenue.?

I would appreeiate it if you will make copies of this letter available to each of
the Justices.

Sineerely,

THURGOOD MARSHALL,
Solicitor General.

cc Jacob D. Zeldes, 1isq., 955 Main Strect, Brid%eport, Conn., James E.
MecLaughlin, Esq., 606 I'rick Building, Pittsburgh, Pa.

INTERNAL RivENUE SERVICE, INTELLIGENCE DIvisioN

Revenue and cost of wagering

Total Cost of Total Cost of
revente wagering revenue wagering
from invesliga- from investiga-
wagering tions wagering tions
Fiscal year: TFiscal year—Con.
PR 15— $5,345,0136 | (! 1961. $7, 323, 000 %1, 208, 0600
10,476,000 @ &, 928, 000 1,799, 000
9, 568,0X ¢ 5, 698, 000 2,711, 000
7,808,010 | $319, 000 6, 056, 000 3,330, 000
7,024,030 | 382, 000 6, 674, 000 3,342, 000
7,325,000 508, 000 6, 394, 000 3,249, 000
6,939,0)0 451, 000
6,787,000 587, 000 Totaleeamncann- 105, 988, 066 18, 651, 000
6,644,000 6486, 000

1 Npt available.

3 M. Caplin first told the committee that the IRS had recently increased its efforts to enforce the wager-

Ing tajx, and the following exchango oecurred:
Thé CHAIRMAN. Was that iner¢ase in reverue procured adequate to cover the cost incurred?

Mr} CAPLIN. I do not believe sc. * * *
The CHAIRMAN, In other words, in this effort under existing laws to collect the tax, It costs more to cotleet
t

it than that which you are able t collect?
ME CAPLIN, Yes, ‘Bit. .

~
* !+ if wa had the personnel at.d the equipment to follow through completely, therels this tax potential
whieh is not belng collected undir the present statute. (Hearings before the Senate Subcommittes on In-
vestigations of the Committee on Government Operations, 87th Cong., 13t sess., pt. 1, pp. 96-98.)

. . -

|
|
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Cost of wagering investigations

[Dollar amounts in thousands]

Wagering
Obligations | timeasa Cost of
Tiscal year incurred percent of | wagering In-
total time | vestigations
available
O} O} O}
(@ ) [}
b (1) 1
$10,909 2.9 $319
13,167 2.9 382
15,739 3.8 598
17,333 2.6 451
18,337 3.2 587
18, 509 3.6 666
20,820 5.8 1,208
23,989 7.5 1,799
26, 677 10.2 2,711
29, 289 11. 4 3,330
31,235 10.7 3,342
32,463 10.0 3,249
268,487 |l 18, 661

1 Drata not available,

Mr. Vinson. Also, in response to certain suggestions made at the
close of the Kefauver hearings, the Immigration and Naturalization
Service reviewed the testimony before the committes and they im-
mediately instituted a program of investigation of known racketeers.
The program’s purpose was to determine whether any of these persons
were susceptible to denaturalization and/or deportation.

I would like to tender to the committes an exhibit that shows the
number of investigations, the results and some of the frustrations, I
might add.

Mr. FasceLL. What period of time does that cover, Mr. Vinson?

Mr. Vinson. It covers the period of time immediately following
the Kefauver hearings—1951 until the present.

Mr. FascrLn, Without objection, it will be included in the record
at this point,

(The document referred to follows:)

The Immigration and Naturalization Serviee reviewed all of the testimony
offered during the hearings held in 1950 and 1951 by the Select Committee of the
Senate To Investigate Organized Crime in Interstaic Commerce (known as the
Kefauver commijttee) for the purpose of determining: what persons were amenable
to Service action leading to deportation or denaturalization. The table below

reflects the results of this survey and of Service investigations conducted prior
and subsequent to the hoarings, The attached exhibits are self-explanatory.

Total number of persons investigated. .. ...l . _. 559
Determined to be U.8. citizens (total) oo oo oo 348
By birth. L —————— e acmm———— - 315
By derivation__________ i R e m————— 33
Deceased -1l . 62
Total number of aliens and naturalized citizens. ... ... e mememamana. 149
Found not amenable to Service action:
AN OnS o e 26
" Naturalized citizens ..ol ... _________________T"T"Tmmmmmmmen - 90
Deported (exhibit A)....._.___.___________ o TTT_TmTmTmmmmmmmmmmoe w24
Deportation ordered (exhibit B).____________________""""TmmmmmmTmeo ST 3
Denaturalized and ordered deported (exhibit &) T 1
Denaturalized, but not deportable (exhibit D) e 4
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: ExuiBir A.—Deported (24)
qfcardi, Joseph - - oo o-s Deported Aug. 17, 1955.

A
Adeardo, Settimo._ .. oo Left United States under W/D. Loeated
| in Italy, June 18, 1956.
Brancato, Salvatore ... ---- Deported June 30, 1951
Cammarata, Frank__ oo oo o- Deported Dec. 8, 1958,
Cdrrola, Charles V________ .o --- Deported Jan. 7, 1954,
Catalanotte, Giuseppe_ .o .- o= Deported Sept. 5, 1957.
Cifcella, Nicholas euo oo e o Deported Apr. 21, 1955
Cappola, Franciseo Po. .. ._._....--.. Deported Jan. 9, 1948,
D¢ Simone, James_ - oo oooamoom oo - Deported Sept. 26, 1953.
Déto, Joseph.___ . ocmome o PDeported Jan. 3, 1956,
Guarino, Salvatore_ o .o oo Deported July 13, 1949.
Guarnieri, Salvatore_ oo oo - oo~ Deported Jan. 10, 1951.
Impostato, Nicolo___.__.._._..._.... Deported Sept. 5, 1955,
Luciano, Charles - _ oo - Deported Feb. 10, 1946.
Mitranga, Gaspare - ._.----c-o---- Deported June 18, 1954.
Minaudo, Onofrio_ _ - .o Deported Sept. 8, 1954.
Nani, Sebastiano - . .- .- ..o .._-__.. Deported Feb. 8, 1958.
Bejria, Angelo__ . __ .. __ SO Deported June 23, 1953.
‘Schozzari, Simone- - . - .- oo oo Deported June 13, 1962.
Sollazzo, Salvatore T____..___........ Deported 1961.
‘Stacher, Joseph- _ .o oo oo .- Deported Aug. 24, 1964.
“Tdbone, Frank . ..o oo Deported June 23, 1951.
"Tdmburello, Nicolo__ -~ ._--————..._.. Deported 1954.
"Térranova, Antonio__ . . _..---.- Deported 1951.

ExntsiT B.—DgrorTaTiON ORDERED (4)

Birns, Shondor (Alex : Ordered deported December 16, 1946, no passport.
Dentico, Joseph M.: Ordered deported January 14, 1959, no priority case.

Heart condition certified by U.S. Public Health Service preciudes deportation at

this time.

Marcello, Carlos: Ordered deported August 1, 1961. Travel documents to

eflectuate the order haye yet to be obtained.

Prozansky, Morris: (Ordered deported April 28, 1934. No passport.
Exmmsir C.-~DENATURALIZED AND OrpERED DEPORTED (1)
DeLucia.,'Paui: Ordered deported October 25, 1965.

ExHIBIT D.Q—-Dé‘ﬁmummzrm Bur Not DerorrED (4)
Brancato, Frank: Denaturalized December 16, 1946, not deportable.

Costello, Frank: Der aturalized, not deportable.
Li Mandri, Michael: Denaturalized July 13, 1955. Found not deportable

Qctober 18, 1956.

.t8cott, . Neufio: Dens turalized September 12, 1936. Found not depbrtable

. November 10, 1959.

' Mr. Vinsow. On July. 30, 1954, and this is again in response to

suggestions of the Kefauver cominittee, the Department of Justice

e
1
t
t

tablished its Orgenized Crime and Racketeering Section, In May
957, 3 years after its formation, the Section had a total of 10 attorneys.
i During this period, the results were marginal. The problem was
po great and the Saction was too small. )

[ But on Novembe: 14, 1957, there was again an event which brought
he problem to public notice. This was the Apalachin meeting that

all of us are familiar with, where State and Federal investigators
discovered a group of questionable individuals at the home of a
_gentleman named Farbara in Apalachin, N.Y.

Appr

THeo

""More than 60 inlividuals were attending this clandestine meeting
nd they represented criminal syndicates From all over the Unite

tates. : :
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As a direct result of this meeting, the Attorney General’s Special
Group on Organized Crime was appointed in April of 1958. This
oroup established some regional offices and began to gather intelligence
Information on all of the attendees at the Apalachin conference.
Extensive grand jury investigations were conducted and, as a result,
20 of the attendees were indicted and convicted of conspiracy to
obstruct justice. :

The case, however, was subsequently reversed in the Second Circuit
Court of Appeals. After the Apalachin trial, the Special Group, which
had been established in response to Apalachin, was disbanded and
some of its personnel and its functions were shifted into the Organized
Crime Section of the Department. :

In 1959, the Special Group that had been created proposed that
there be established an Attorney General’s Office on Syndicated
Crime, with nationwide jurisdiction under all Federal laws, 1 believe
we previously tendered to committee counsel the report of that group.
The suggestion was that the unit be a field prosecution office first,
operating just as closely to the cooperating Federal, State, and local
agencies as possible. . : : L

But despite these steps, it is a fact that little alteration in the staff
of the Section or in the program took place, except for minor increases
in manpower, until 1961, when the Department’s present organized
crime program got underway. : - :

TIn 1961 a sharp “beefing up”’ of our Organized Crime Section began,
and by 1963, we had 60 attorneys assigned to the Section. They began
making regular trips to the field to meet with representatives of
investigative agencies and U.S. attorneys. The flow of information to
the Section increased considerably, and the interagency exchange of
information and cooperation improved to' a marked degree. The
increase in convictions over preceding years was impressive. '

T have here something I could offer for the record now. It is our
Organized Crime Section statistics, running from 1961 through- 1966,
indicating the number of criminsl informations ‘and indictments by
year, the individuals indicted by year, and the individuals convicted.

In each of these categoriés, there is a steady trend upward, with
one exception, one category in 1 year, where there was a dip.
~ Mr. Fascern. Without objection, that will be included in the record
at-this point. ' ‘ o

.(The document referred to follows:)

DEPARTMENT OF JUsTICE, ORGANIZED CRIME AND RACKETEERING SECTION

Organized Crime Section stalistics, 1961-66

1 1961 \ 1962 | 1963 ‘ 1964 l 1965 \ 1966
Number of criminal informations and
indictments. ..« oo 45 118 202 | 316 491 609
Individuals indicted- . .. oo oaaaaaas i21 380 615 668 872 1,198
Individuals convieted...cooovammranaanans 73 138 288 593 410 477

Mr. VinsoN. One of the most beefed-up activities of the new Section
was a f&thering of substantial intelligence. This was largely con-
tributed by the Federal Bureau of Investigation, which showed the
definite existence of a national cartel known as the Cosa Nostra.

o
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Today, more than 25 Federal investigative agencies are contributing
information to us or. more than 3,100 principals, their associates, and
their business connoctions. This has resulted in a massive accumu-
lation of information which our Section attorneys analyze and which
we disseminate to other interested Government agencies.

‘In order to make maximum use of the increased activity of the
investigative agencios and the increased intelligence since 1961, our
staff of attorneys has more than tripled, and we are still growing. In
addition, we have established permanent antiracketeering units in the
offices of U.S. attorneys in Chicago, Los Angeles, Miami, Newark,
and New York City.

:We also have one r more people designated to handle this problem
solely in a number of other U.S. attorneys’ offices.

But we feel that increasing the staff is not enough, and it is certainly
nat the sole answer. We nesd new ideas, and we need to constantly
f-e?le\dv our efforts and our dedication to the program that was estab-
ished,

President Johnson, aware of the nature of the organized crime
problem, indicated }is concern about what he called this “ouerrilla
warfare against society’” which is a very apt deseri tion, I think, and
he stated his determination to increase the Federal effort against this
menace. To achieve this end, in May of 1966, he designated the
Attorney General as the focal point in the Federal Government for
the drive against organized crime.

I would like to tencer you for the record the remarks of the President

oni that occasion.

Attached to that iv & memorandum which the President sent to all

departments and agencies which participate in the organized crime
rogram.

P Mr. FasceLL., Witaout objection, it will be included in the record

at this point.

The document reforred to follows:)

Tue WHI'E HoUSE—REMARKS OF THE PRESIDENT

THE DRIVE AGAINST ORGANIZED CRIME

I} have just concluded & most informative meeting on organized crime with
Attorney General Katzenbach, FBI Director Hoover, IRS Assistant Commis-
siorier (Compliance) Bacon, Internal Revenue Service Commissioner Cohen, As-
sistant to the Secretary of the Treasury for Enforcement, David Acheson, Fred
Vingon, Jr., Assistant Attorney General {Criminal Division) and William Hundley,
Chipf of the Organized Crime and Racketeering Scetion of the Justice Department.
Ilknow how deeply all of you share my concern over the scope and power of
organized crime in America. It constitutes nothing less than a guerrilla war against
society.
Thiz is a war that tales scores of lives each year in gangland violence,
is a war that terrori:es thousands of citizens. It is a war in which billions of
dollars are drained off by illegal gambling, narcotics, prostitution, loan-sharking,
arsan, and other forms of racketecring.

ost damaging of all arc the cfforts of racketeers to seek protection against
honest law enforcement 3y corrupting publie officials. Sueh evil strikes at the
heart of democracy. It corrupts individual officials. It breeds a general conternpt
forvéiaw. It saps public respeet for law enforcement, .

fe have sought to figh; this war with every Federal resource. The intense and
vigorous efforts of the Justice Department and the Treasury Department have
giveh the Nation cause :or encouragement. Federal prosecutions in organized
crimje have risen from 17 in 1960 to 491 last year, = . : SRR

During the same perioc, the Federal Bureau of Investigation, the Intelligence

Divigion of the Internal Revenue Service, the Bureau of Narcotics and other
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agencies have been gathering more and more information on organized crime.
‘Az o result of this work, we have been able to identify the membership of criminal
gyndicates; to anticipate many of their activities; to prosecute their members.

I salute and congratulate all the dedicated Federal officials who are joined in
this concerted campaign.

But, we must be realistic about the nature of organized erime. We must recog-
nize that it cannot be uprooted by a short-term campaign. Criminal syndicates
continue to bore into the structure of socicty. As we apply pressure in one area,
such as gambling, racketeers shift to another, such as infiltrating legitimate
business.

This makes our job more difficult—and more important. The campaign against
racketecring must not only be continued but it must be accelerated.

1 am today calling on each Federal Department and ageney cngaged in the war
against organizcd crime to redouble its efforts.

T am today directing the Attorney General, our chief law enforcement officer,
to direet the Government’s renewed drive against these corporations of corruption.

A goeiety can be neither great nov just as long as organized crime exists.

There will be no instant victory.

But today we serve notice on all syndicates of erime that vietory will come.

It will come through the joint efforts of all concerned Americans.

It will come through a new partnership between Federal, State, and local
governments.

Together, we will mateh our determination with effective action, fairly taken,
to rid our land of the menace of organized crime.

Tag WaiTE HoUusE—MEMORANDUM FOR HEADS OF DEPARTMENTS AND AGENCIES
PARTICIPATING 1N THE FEDERAL ORganizep CRIME DRIVE

Organized crime constitutes one of the most serious threats to a peaceful and
prosperous society. It drains untold millions of dollars yearly from our national
wealth. It carries corruption and violence in its wake. It erodes respect for the law.

The Federal investigative agencies can be proud of their accomplishments
during the past several years in identifying and amassing evidence against the
leaders of organized erime in this country. The success of the Department of
Justice in securing indictments and convictions in organized crime cases is due to
the ability of your many separate investigative units to work closely together
toward a common goal. You have demonstrated that this unified coordinated
program of action can be effective in combating organized crime.

I have today stated my determination to continue and aceelerate this priority

program. ‘

To add further strength to our efforts, I have asked the Attorney General, as
the Nation’s chicf law enforcement. officer, to act as a focal point of the Federal
Government's attack on organized crime,

T want each of you to give him your help and support.

To. accomplish our purposes, each investigative unit in your department or
agency participating in the drive against organized crime should: i

arefully review its current organized crime programs and present detailed

status reports to the Attorney General, with empbasis upon alloeation of
personnel and upon suggested areas of new and additional investigation.

Report periodically in detail to the Attorney General on the progress of its

organized erime investigations, showing for each current or proposed investi-

gation the planned area of inquiry, the number and type of personnel assigned,

and the expected prosecutive potential.

Establish dircet lines of liaison with the Department of Justice to enable

the Attorney General to carry out his responsibility for directing this program.

"To uproot the menace of organized crime from our gociety, we must work closely

together, attain new levels of cooperation and mateh our will with effective action.

LynpoN B. JoENSON.

Mr. Vinson. Now, all of the investigative agencies—to name a few,
‘the principal ones are the Bureau of Narcotics, Secret Service, FBI,
Department of Labor, Internal Revenue Service—which includes
both IRS Intelligence and Alcohol and Tobacco Tax—Custows, the
Post Office, and SEC—have all pledged full cooperation to the
Attorney General. '
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And in our shop, the Criminal Division, we intend to meet our com-
mitment to implement the President’s directive.

As I have indicated previously, we are adding additional attorneys
and we are trying to focus, concentrate our efforts in major metro-
Foﬁtan areas, areas m which the major criminal organizations are
ocated and deep rooted.

As a part of this enphasis, let me tell you a few of the things we
haye done recently. As an experimental proposition, really—it has
been discussed but never tried—we have put a task force of five at-
torpeys and superviso -y personnel from most of the major investigative
agencies in one partic ilar metropolitan area to determine whether our
effort to coordinate organized crime investigations can be improved.
This group, as such, Lias no direct investigative duties.

heir modus operandi is really to analyze all available data in this
entire area, to relate that to their own jurisdictions, and to sort of
divide up the problem along logical and rational boundaries. They
have the task of assessing the entire problem in the area, however,
and they make recommendations jointly arrived at to us, and to
their own respective agencies as to what investigative approach can
best be taken. '

To supplement their efforts, we are holding grand jury inquiries
in a number of cities ‘n this particular area.

I might add that -his group is also receiving » very substantial
assistance from local law enforcement agencies in this particular area.

Secondly, to cope with the problem of racketeer infiliration of labor
unipns, we have recently established a labor unit which we envision
as 1 highly mobile force, one that can move from area to area, wherever
they are needed. The attorneys in this unit, of course, work very closely
with the two investigative agencies having principal jurisdiction in
labor matters, the FBI and the Department of Labor.

Thirdly, we put another group of five attorneys into an Kastern
State. They are using; conventional grand jury techniques, conven-
tiorjal investigative techniques of the whole spectrum of the Federal
investigative establishment, and their chore is really, through these
conventional techniques, to explore the entire picture of organized
crime activities in tha; entire State. _

They are looking i1to La Cosa Nostra, its organization in that
State, into gambling, extortion, corruption of public officials, and
labor racketeering.

Fourthly, we are di-ecting our efforts at'those activities which we
believe bring the rackesteer %i's greatest income. This, in our definite
judgment, is wagering, gambling. Here the principal investigative
agencies we work wit1 are the FBI and Internal Revenue Service,
Intelligence Division. ‘

It is not enough tc arrest and convict bookmakers and writers.
That is not our purpose. To be successful in an antiwagering cam-
paign, we have to arrest and convict the higher ups. To this end, we
use grand juries to assist in the development of evidence against
thoge who direct illegal gambling enterprises.

This involves, partic ilarly in large national layoff bookie operations,
‘the use of immunity statutes. ' '

Fifthly, we intend to place & greater emphasis on the narcotics
problem. A careful review of our program over the past 5 or 6 years
Indicates that the Bursau of Narcotics and Customs—as you know,
they have a comparttively small number of agents—have made
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extensive inroads on the importation and distribution of narcotics in
this country.

The total number of their convictions, particularly when viewed
against their manpower, is most impressive.

I have here an exhibit with respect to the Bureau of Narcotics con-
victions and Burean of Customs convictions in fiscal 1966 that 1
would like to offer for the record. The Bureau of Narcotics had 923
convictions for narcotics and marihuana violations. The Bureau of
Customs had 800 such convictions.

Mr. Fascersn., Without objection, it will be included in the record.

(The document referred to follows:)

Narcorics CONVICTIONS

The Bureau of Narcotics advised that in calendar year 1966 they had 923
convictions for narcotics and marihuana violations. The Bureau of Customs
advised that in fiscal year 1966 they had 800 narcotics and marihuana convictions.
They also advised that in fiscal year 1966 they scized 6 tons of smuggled marihuana
on ihe Mexican border alone. They advised that for the first 7 months of this
fiscal year they are ahead.

Mr. Vinson. I was speaking just & moment ago about a campaign
directed at the real source of power, money; that campaign being the
one directed against gambling operations. I think the committee
would be most interested in some data we have here with regard to
the activities of IRS in this area.

There has been, from time to time, some discussion about the
amount of resources, the cost of IRS wagering programs, for instance,
as related to the amount of revenue it brings . I submitted the letter
to the Supreme Court which goes into those facts. But this exhibit
is very interesting to me.

If we take the North Atlantic region of the United States, it shows
that for the 3-year period, 1958 to 1960, the average taxpayer was
reporting $5,000 of adjusted gross income. During the period 1961 to
1963, the adjusted gross income on the average increased about 11
percent, to $6,000. That is for your general run of taxpayers.

Now, during the base period, 1958 to 1960, major racketeers in
this same North Atlantic region were reporting an average adjusted

ross income of $11,000. After our program commenced in 1961, and
for the next 2 following years, the average adjusted gross income of
these known racketeers—that which was reported, I should make
clear—leaped up to $16,700, an increase of 57 percent.

Mr. Fascern, Without objection, we will include that in the record
at this point.

(The gocument referred to follows:)

PERCENTAGE OF INCREASE OF VOLUNTARY COMPLIANCE, CompaRrING ALL Tax-
PAYERS IN THE NowrTu ATLanTtic REGION WiTH RACKETEERS IN TuaT SaME
REGION - :

The accompanying bar graph discloses that the average taxpayer in the North
Atlantic region for the 3-year period 1958 to 1960 inclusive, was reporting $5,000
adjusted gross income. During the period 1961 to 1963 inclusive, the average
adjusted gross income increased to $6,000, an increase of 11 percent.

During the period 1958 to 1960 inclusive, major racketeers in the North Atlantic
region were reporting an average adjusted gross income of $11,000. During the
period 1961 to 1963 inclusive, after the inception of the drive on organized crime,
the average adjusted gross income leaped to $16,700, an increase of 57 percent.
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INTERNAL REVENUE SERVICE, INTELLIGENCE DIVISION

Wagering enforcement

June 80, | June 30, | June 30, | June 30, | June 30, | June 30,
1961 1962 1963 1964 1966 1966

Wagering, excise tax:
Total program:

Prosecution recommended........ 80 153 132 152 92 178

: Convieted. .o iaeeas 31 25 50 50 46 28
OCD:

Proseeution recormmmended. .oo......_ 14 78 1303 113 68 160

Convieted. .. oo i s 1 3 (O] 31 22 7

Wagering, occupational tax:
Total programs:

Prosecution recommended......... 701 878 1,001 1,106 996 1,001

0CD Convieted. .. u i ceeens 447 496 548 816 760 695
Prosecution recommended.. ... 0 333 1398 749 743 811
(070318 (vt 1 0 68 ® 305 467 185

1 Wagering excise and occupational,
2 Not available,

Mr. Vinson. Our plans for the near future include the greater use
of grand juries and the immunity statutes which are available to us.
Many of the regulatory statutes, as you know, have immunity pro-
visions. The Federal Communications Act is probably the most
commonly used.

And, of course, under the narcotic statute and under the labor
statutes, we also have available to us immunity provisions whereby
we can compel the testimony of those whose testimony we feel is
more valuable to us than their conviction.

We find repeatedly that it is necessary to grant immunity to the
small-time racketeer to get evidence to convict his boss, and we are
prepared to do that. However, we are seeking new and additional
immunity legislation which would operate more directly in areas
which are principally populated by La Cosa Nostra.

This includes interstate transportation in aid of racketeering, for
Instance,

Now, of vital importance in any program of this nature is the
development of meaningful intelligence information, because today’s
intelligence is tomorrow’s prosecution. In order to gather this informa-
tion, close cooperation among local, State, and Federal authorities is
vital. In the Department, and particularly in the Criminal Division,
we recognize that crime fighting is basically a grassroots proposition;
that tru%y lasting success can come only with effective action at the
community level. The President’s Crime Control Act of 1967 reflects
this philosophy. ‘

Also, in your statement, Mr. Chairman, you mentioned that Henry
Petersen had stated that all of the Federal investigative agencies
would have trouble policing one major city. That is certainly true.
For instance, in New York City, I think they have over 27,000 police-
men, which 1s more people than we have in the Federal investigative
establishment.

That comment, of course, was directed to that sort of quantitative
analysis, or comparison. However, though we think the ultimate
solution depends upon effective community, State, and local law en-
forcement, we know and you know that there are major criminal
syndicates whose activities transcend the boundaries not only of cities
but of States and countries, as well.
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We recognize the existence of problems that are so large and so
complex that only a unified effort can succeed. I think Congressman
Edwards’ statement rovealed that law enforcement today really is
fighting a two-fronted war. We have a war against organized crime
and 'we also have witl. us the very serious problem of street crime,
crimes against person and property.

Now, it is not easy to say which fight is more difficult, because each
of them has its own particular and peculiar set of problems, but al-
though still involving himself occasionally in street crime, murder,
today’s racketeer has taken on a different character and really tries to
avoid notoriety which s associated with crimes of violence. Today he
is the sophisticate. He moves into areas of commercial crime, where
the victim is brought into the web of conspiracy, made a party to the
crime.

These crimes, really, you have to deal with differently. I call them -
consensual crimes, or ictimless crimes. :

Nlreotics is a good example. Gambling is & good example, shylock-
ing i a good example, where the victim walks mn willingly to make his
bet or loan. The real v ctim, of course, is society.

The syndicate leade s these days employ lawyers and accountants
in the establishment of very intricate business setups. They use—well,
we know there is one gentleman we are very interested in—in checking
on him through our i telligence files, we find that there are 17 pur-
portedly legitimate businesses in which he has a substantial interest.

Tilese modern-day syndicate leaders use modern public relations
technigues. They join she country club and they are very good about
supporting local charities. They make every effort to be looked upon
as pillars of the comm nity. Yet, under the facade of legitimacy and
above layers of insulation in the organization, the illegal methods are
continued.

Ohe of the real basic weapons of snydicated crime is the use of force
or the threat of the use of force to maintain discipline within the or-
ganization, to preven!. witnesses from testifying, to collect a debt,
and! to maintain their own control over illegal activities in certain

areas.
ﬁow, this all adds up to what our primary problem is in prosecuting
orgdnized crime, the cbtaining of evidence. I_E)ebtors do not want to
testify agninst their bookmakers; addicts do not want to testily
against their suppliers; and borrowers do not want to testify against
shylocks.

As T state, we intend to make full use of the immunity statutes,
and; we are seeking additional authorization for immunity.

We recognize that in the Department of Justice, we have an obli-
gation to be a moving force, a catalyst, if you will, lending whatever
assistance we can to tie local authorities while we focus and concen-
trate our efforts on pursuing those criminals whose operations go
bevond the boundaries or the capabilities of local law enforcement.

ut as I previously stated, we recognize that the principal re-
sponsibility for law enforcement generally belongs to the States, and
if we are to have lasting success in the area of organized crime, we
must actively involve States and local law enforcement agencies.

* We fully ‘concur. ir the recent recommendation of the National
Crime Commission thut each State form organized crime units similar
to that in the Department of Justice. Before the Crime Commission
report came ouf, as &, matter of fact, in Michigan, we assisted the
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‘We stand ready, of course, to furnish to the States whatever assist-
ange we can so that, in a unified effort, we can achieve maximum
reduction in the influence and in the extent of organized crime.

Now, I noted that your opening statement was oriented largely to
the Organized Crime Section of the Criminal Division. My statement,
of .coyrse, was so oriented also, as that is my primary responsibility.

However, I must point out in fairness to them, the people who are
massively involved in the effort against organized crime and the
people, whose efforts pay off in the struggle against organized crime
are the investigative agencies, the principal ones of whom I have
mentioned.

Ihave two further exhibits that may be of interest to the committee.
The first is a quantitative analysis of indictments, convictions, ac-
quittals,’ and so forth, of persons in the period 1961 to 1966, whom
we-/have definitely identified as ‘““Cosa Nostra personnel.”

It is broken down on pages 2, 3, and 4 as to type violations for which
they. were indicted. . .

»vMr,'Fasceri, Without objection, the exhibit will be included in
the record. =

(The document referred to follows:)

Quantitaiive analysis of indictments, convictions, and acquittals of Cosa Nosira
. personnel, 1961-66

. Total
Indietments_ . o o e 185
Convietions_ .. _ .o ________I._ e e e e ————————— 102
Acquittals e emimmm——————————— 6
DASIS8aLS v e e e e 6
Reversals. .. e e e 4
: 2 Violation Indiet- | Convie- | Aquittal | Dis- | Reversed
ment tion missal
Nareot s o e e 35

Tax-evesion..___.
Wagering (stamp, taxos).
Inkerstate gambling.______
Extortion__________ ... 12
SEC: ..

oy
w0
]

};-Ii'l'térsta.te tra.risportation of stolen securities. _._. 13
-Interstate transportation of counterfeit bonds.
Hlegal sale of securities

Theft from interstate commerce. .
Assault on Fedoral officer_..__.___
Obstryiction of justice. __. .
Bdnkruptey fraud. . ___.___
False statements— -
On FHA loans.
ToIRS agents.

On KA loan applications. - .

" T'o Fedéral savings and loan company.
LAQuOr IawWs o tineeen el e
Interstatebtrﬁnsportaci_on of stolen merchandise

2~ IO OO e et e B

Jumpthg bail LIl
Labori, .. . . o
Racketéering. ..

Counterfeiting
Mail fraud._ ...

Harboripg. o -_
Lo Gl

i ry BIfd ACt. cvvsuan g m i
Mogégig’gobds"from Ponded area.
Smuggling contraband to prisoners.

. ‘(1)?

e RO RO BRI GOGI L K i O e e 1 GO

11 severed.
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Mr. Vinson. I also bave an exhibit that may be of interest to the
comimittee, of certain ¥ ederal resources applied in combating organized
crimpe for the fiscal year 1967. T would point out that this is incomplete.

Also, I would point out that the figures are approximations only.
For instance, from the Treasury Department, we have approximations
frond IRS and the Bureau of Narcotics. That, obviously, leaves out
Secret Service, with vhom we are constantly involved to a lesser
degree than these two agencies, and it also leaves out Customs.

There are other ager cies which are not listed here.

The approximations are both of man-years devoted to the organized
crime program and dollars in thousands,

Mr. Fascent. That is distinguished from all other operations in

the Criminal Division?
Mr. Vinson. It goes beyond the Criminal Division, Mr. Chairman.
It is the Treasury Department, IRS and Narcotics; Justice Depart-
ment, FBI, Criminal Division, and U.S. attorneys. Obviously, we
bad ito make some fairly arbitrary determinations here.

For instance, in the Criminal Division, we have now 55 attorneys,
but they are supported by a large appellate section, a large legislative
section. So that 1s why I say these are approximations.

Mr. Fascerr. Without objection, it will be included in the record

(The document referred to follows:)

Federal resources applie in combating organized crime, fiscal year 1967

(approzimations)
[Doliars in thousends]
Man-years Amount
Treasury Department:
Infernal Revenue Servitto e macromamccmusscmmamrenma—ram———e———————— 451 $6, 600
Burean of Narcoties. acomenan-- e m—aaan 205 3,900
Total, Treasury... - 656 10, 500
Justice] Department:
Fe Eeral Bureau of Investigation . .o caeeecmceccmmommaecccmameemeemmean e oo mmcnamana 8, 600
Criminal Divislon . oo 1,670
LD IR TR0 72 110) 112 R R PR — 1,300
Total, Justice...._.. S, 700 11,579
Post Ojffice Department. . ... R 12 179
Secuarities and BExchange Commissiim 10 97
Total 1,378 22, 366

Mr. VinsoN. I apologize for the length of my statement, Mr.
Chairman. But that is it. I shall be delighted to answer any questions
you,| the committee, or counsel may have.

Mr. Fascerr. Thank you, Mr. Vinson. I am sure we have plenty.
T want to thank you fo: a good summary of your operations.

Let me ask you about the National Conference on Crime Control.
This! was calleg by the Attorney General, I believe, and at that con-
fererice Governors of the 50 States were invited, and the attorneys
general of each State. 1Zach Governor was permitted three additional
members of the delegation. '

Mr. Vinson. Each Ctovernor was invited to bring representatives.
Actually, I do not belisve the Governors came. They ordinarily send
their delegates, who might or might not be the director of public
safety of t%le State.
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One of the difficulties in talking about local law enforcement in
States is that each State is set up so differently. In Michigan, we were
able to establish an organized crime unit—to assist them in establish-
ing it—because the attorney general had very broad powers.

California, likewise. But m most States, the attorne general’s
office is connected, is really interested only in and has jurisdiction only
over civil matters. So the representatives from States vary.

Mayors were invited to send one or two delegates.

Mr. Fasoenr. From what I have read and learned about that
conference, it seems to have served a very useful purpose for cross-
communication between interested people at the local level and the
Federal Government. Am I correct in that assessment as far as you
are concerned? _ '

Mr. Vinson. I think you are very correct. It also served to
open up lines of communication between the various parts of the
criminal justice system—investigations, courts, and corrections.

Mr. Fascrrr, in the light of the problem that we have in the
growth of both population and in terms of crime, organized and
otherwise, would it not be a good idea for the Attorney General to
call such a national conference on a regular or annual basis?

Mr. Vinson. I would defer judgment on that, Mr. Chairman.
It would depend entirely on the makeup of the conference. We hope,
actually, with the Crime Control Act of 1967, which is presently before
the Judiciary Committee, to open up really meaningful lines of
communication between the Federal Government and local and State.

Mr. FasceLn, You mean organizationally and from a funding
standpoint? )

Mr. Vinson. Well, funding, and as a practical matter, too.

Mr. FascErL. How do_you take care of the problem, for example,
that will exist in a State like Florida, which, under its laws, does not
give the attorney general the same power the attorney general hgs in
Michigan or California?

Mr. Vinson. Well, the act does not require a State organization—
for instance, the city of Miami, under the Crime Control Act, could
develop a plan for upgrading and improving its police services, or its
correctional system, and apply for a grant under the act. .

Mr. Fascernr. 1 was referring, primarily, to your conclusion that you
concurred in the recent recommendation of the National Crime Com-
mission that each State form an organized crime unit similar to that
in the Department of Justice.

Mr. Vinson. Right.

Mr. Fascerrn. Now, what you are talking about is one legislatively
established and publicly funded—7I assume that is what you are
suggesting

Mr. Vinson. Yes, sir.

Mr. FasceLn (continuing). Or recommending, as the best means of
dealing with the problem. At least at the State level?

Mr. Vinson. That is right. Tt would have to be located at different
places in different States. For instance, in Michigan, it can be located
in the attorney general’s office. In Florida, the legislature may wish to
locate it elsewhere because the attorney general of Florida, as I
understand it, has only appellate jurisdiotion in criminal matters.

Mr. Fascunr, Of course, it is of direct interest to us in Florida
because of this new concept which the Governor of Florida has under-
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taken, which I suppose is under examination not only federally but
‘ih dtheér States, of a direct contract of dirsct depiitizing of investiga-
tivd personnél ' order to ‘carty out s’ Liw énforcemenit program. -
" "Of course’the two donicepts are as far apait'as A and Z. At least
they are in my judgmant. ~ ' T T e s et gy
" 'MIf. Vinson. I thitk that is unquestionably true, because T ‘think
law| enforcernent has o be institutionalized. That is ‘one of the first
orders of the public bilsiness: ' A A
. Mr. Fascprr. T have’ made’ myself ‘clear ‘on’ this peint and, of
‘course, 'T coticlir'in that, and 1 take this opportunity to do'it"again
publicly, bec¢atise it'is"a matter of vital concern to us. I; too; think
1t'has to be institutionalized in'a régular public sense, duly atthorized,
legislated, and fundec. No matter how worth while the objectives
may be, 1 think from he standpoint of dealing with the probleny or a
‘Hational basis—for example, dealing with orgafiized crime—in"order
“t0 be able to 'do youi'job effectively, you have to have proper dnd
direct lineés of communication both ways, with the State and ithe
communitiés and’ witd the Federal organization. Otherwise, there
‘W‘(‘)ﬁld be very little that you could do, as I'sse it. = oo
" Mr. Vinson. That i3 correct. S S
Mr. Fascern. By tie way, how about explaining to me while we
aré on that subject, just exactly what the Organized Crime Section

does? : iy : : . i 1 o

- Mr. Vinsow. Well, the examples I gave, I 'think, are illustrative
'of what we do. :I.suqu”sfe, to oversimplfy it, intelligence information
is. gathered. We' will take all the intelligence information in a given
‘ares, given ¢ity, givén State, and analyze it, explore it, and determine
what investigative approaches will best reach the heart of the problem,
the hard-core organization. = = v o et
~“Mr. Fascetr. In your statement you said that in 1961 attorneys
‘began making regular trips to the field to' meet with represeiitatives
‘of injvestigative agenciss and U.S. attorneys. o

Mr. Vinson. Right. ] . s A

.. Mr. Fasceir. T am trying fo, reconcile that statement with What
you are telling me now. 0 U T s e
‘ ‘ was talking ‘about preliminary and you'-rgi-e

i1

© Mr. Vinson. No; 1.°
talking about ultimaté.® T ¢ ‘ _ o
As'a preliminary matter, we will digest intelligence in a given area.
Pérhaps we have received 90 pieces of information that aclion—-i1™
" Mr. Fascerr. Do I understand then, that what you are talking
iabmilt is the input frym 25 investigative ‘agencies at the Fedetal
eve ‘ R o
" 'Mr. Vinson. Exactlr, o S S
"My, Fascern (contiruing). That come into’ thé organized 'crirae
section? ' B
Mir. Vinson. Exactla 0 S
Mr. Fascerr. . This 15 “intelligence.” Is this automatic or direcfed?
I me_a,?n, how do you get the intelligence to start with, or why did-you
get 1t? B D ' B I
.,g Mr. Vinson. We get. it as it comes in from some agencies.” OtHar
agéncies report to us raonthly with intelligence information; If it is
‘a particularly hot pieie of mformation, it may be communicated
immediately. Virtually ‘all agencies give a quarterly report to ug of
cwtent investigations, investigations contemplated. = = ¢ 17
* In addition— SRR e

T by

oy
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M. Fascgr. But, Mr, Vinson, is not that kind of stale? What good
are statistics on & monthly or quarterly basis or a soniianiual basis?
W%/%t(go()d is that kind ;of',int&ligeii'ce,?‘
“"Mr. Vinson. They are not statistics, Mr. Chairman...

M. Fascpup, They are leads? : ’

Mr. Vingon, They are leads.

I A I

R AN TN A

Mr, Fascrwr, Hard intelligence or otherwise? . ' - ., o
M, Vinson,. Yes—well, it i hard and soft. We look for the hard.
A St foatts analysed: then we decido what sivenies of investiga-
fion are best. Then our people go out. They, will—well, for instance,
Henry and I have had seven meetings in ‘about seven of the major
cities in the past. =~ 007 RGN
“Me. Fascenr. You went to Miami, Fla.—1I remember that——
MI'., VINS_QN‘. r_[‘hﬂ;t iS correct ' ’ ., .v(:v :~‘;|--_; vild L ll} [ECEL BN
Mr. Fascuit (continuing). Just tecently. "~
. Mr. Vinson. That was this winter. We went -

not in the summer, Mr, Chairman. "

Mr. Fascen. Mr. St Germain. Lo

Mr. St GeErmaIN, It sounds to me as, though''this is 'a° shotgun
-approach, however: You say you get this information in from approxi-
mately 25 Federal agencies. However, it ' this directed-—in other words,
do you tell them: “We want information on'John Doe or on this in-
formation”’? Do the 25 agencies in various ways go oit and gather

in the winter, and
AR RH AT RS BN SN

LRI S R T BN S ipigaai

evidence and statistics.and what hayve you on. this operation or on this
individual or on.this group of individuals? Or do you just wait and they
.dump this into your faps and you ahalyze it, and from there you decide
who you are going to go after or what you are going after? B

~ Mr. Vinson. Tt works both ways. But it is not. & shotgun approach,
Mr, Congressman. It is the exact “opposite because out effort 'is to
focus and to choose targets in’'a giver area aiid then to discuss these

targets with the investigative agencies in their jurisdictional limits;
then to condyct grand juries. I ol

So it is the exact opposite of a shotgun approach, but 1 think where
I may have misled you, we get intelligence on specific people. We also
-geli\lgeneral criminal intelligence. oo

r. Fascein. Mr. Edwards. .0 . L0 L

. Mr. Epwarps. Well, along that same line, are you sayihg that if
‘the Internal Revenue Service, for. example, has an issue come up
‘concerning s certain individual, a eriminal issue, that that information
is immediately fed into this central “area and a file is made in your
section on this individual? L L ‘
. Mr. Vinson. Yes, if it is an ‘individual—tre have approximétely
‘400 people that we have told Internal Revenue that we are, interssted
in, and any information concerning them would flow in in & matter
of course. , _ : ; o

Mr. Epwanps. And these are the 400-odd people that make up
what you consider the leadership in the criminal element; is that
correct? _ o ' DT -

Mr. Vinson. We consider them to be leadership and also vulnerable
to tax investigation. ; R

Mr. Epwarns., Now, you mentioned, or I have seén somewhere
mentioned 2,000 or. 3,000 names on the cards that you fellows try to
keep up with. o ' ‘ ' :

Mr. Vinson, Yes, sit. . . .- Co .

Mr. Epwarps. Why are you limiting it to 400 or thereabouts? -
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Mr. Vinson. Well, that list changes from time to time. Investiga-
tions are closed; investigations are opened.

Mr. Epwarps. Waat you are saying is that you have generally
about 400 active— ‘

Mr. Vinson. Oh, I would say within the past 2 years it may have
rup a little less than that to 700—tax, I am speaking of, only.

Mr. Epwarps. Do you feel that you have satisfactory guidelines
for these other agencies so that you ‘are convinced you ere getting in
the type of information in a proper procedure to keep your section in-
fozﬁle on the individuals?

r. VinsoN. Generally, yes. However, T am not at all satisfied
Wiﬁh our szstem. We are now exploring the possibility of computeri-
zation of this intelligonce system in the Department.

Mr. Epwarps. On the known or suspected criminal element?

Mr. Vinson. Yes, sir. '

Mr. Epwarps., Yo1 are not getting over into that nebulous field
of &utting everybody in the country on a card?

r. VinsoNn. No, sir. '

Mr. Fascern. You just woke up Mr. Gallagher:
. Epwarps. I se.w him blink his eyes. ‘

You are referring to the criminal element? .

Mr. Vinson. Yes, sir. Of the 3,100 people that you referred to that
wel are interested in, approximately two-thirds of them have been
identified by us definitely and definitively as Cosa Nostra merbers,

Mr. Epwarps. The guidelines that you are using, they are written?
Do you have some rules or procedures written out that you follow in
your interagency relaionships? '

Mr. Vinson. That is a question that cannot be answered yes or no.
We have letter agrecments with some. We prepare memorandums
of junderstanding between investigative agencies to define their
responsibilifies. v

Vir. Epwarps. But what you do have you are convineed is doing
thel job as it needs to be done? _

Mr. Vinson. I think it does, Mr. Congressman. :

Mr. Epwarps. Novw, the chairman mentioned a moment ago the
meeting of State officials and what not. On March 30 there was s
story in the New Yorz Times that Mr. Petersen, I guess it was, said
that the criminal elerr ent was linked up with the Teamsters and also
the East Coast Long:horemen’s Union. Can you elaborate on that?
Or perhaps I should ask Mr. Petersen.

Mr. Vinson. Certainly. I would be glad to.

Ve feel elements ol organized crime have infiltrated many legiti-
mate organizations, csrtain labor unionms, locals, certain legitimate
businesses.

fr. Epwarps. That is all you care to say?

Ir. PerersEN. I think we are talking about current investigations
here and, frankly, I would not like to identify them further. '

Mr. Epwarps. Wel, how general is the term or the designation
“Cosa Nostra”? When you use that term, are you speaking about a
given group of people that you can, in effect, put your finger on, or
18 it a general term usoed to denote organized crime generally?

Mr. Vinson. No, they are definitive groups, Mr. Edwards. I think
the Crime Commissior. Report points to 24 such “families,” they are
calléd. That figure may be misleading because we feel some are sub-
groups. In any event, there are definitely groups banded together in

I
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this organization, and they do have a loose board of directors at the
top which settles problems, jurisdictional strikes, so to speak, juris-
dictional disputes, and imposes discipline.

Mr. Fascer. Will the gentleman yield at that point?

Mzr. Epwarps. Surely.

Mr. Fascerr. It might be appropriate at this point, without
objection, to include in the hearings all of chapter 7 of the Crime
Commission’s Report, which deals with organized crime, so that we
have in the record specifically the matter which Mr. Vinson has just
referred to.! '

Mr. Vinson. Fine. I think that would be helpful.

Mr. Epwanps. Now, the report says generally that all these folks
are Ttalians. Now, you mentioned in your statement the national crime
cartel, somewhere toward the tail end of your statement. How about
international—are there any international ties?

Mr. Vinson. Well, if you are speaking about—if you are speaking
in terms of control, control abroad?

Mr. EpwarDps. Yes.

Mr. VinsoN. I don’t think so. However, there are definite inter-
national ties. There are organizations, for instance, which overlap our
boundaries with Canada. The Canadian authorities have become in-
creasingly concerned in the last several years about the operations of
these groups there. Those who engage in the narcotics traflic obviously
have international ties in the Middle East and the south of France,
known as the Corsican mobs.

Mr. Epwarps. Do you have any reasonable working relationships
with these other countries?

Mr. Vinson. That is done in the area of narcotics by the Bureau
of Narcotics which has, oh, T would guess, near 30 people, perhaps,
overseas and, of course, the FBI has legal attachés overseas. The
Organized Crime Section of the Criminal Division of course has none.

Mr. Epwarps. How much are the wagering stamps—what is the
wagering stamp tax now?

Mr. Vinson. $50, I think, There may be an additional tax on each
employee or each runner.

Mr. Epwarps. Is that high enough?

Mr. VinsoN. Well, I think there are two cases pending before the
Supreme Court right now, Grosso and Marchetti, where the Court
has been asked to rule on the constitutionality of both the registration
provisions and the tax provisions and I think any comment on that

- should wait. They have been pending. There will be a decision before
long, I would guess, in that area.

Mr. Epwarps. In your statement you referred to several cities
where you have staff attorneys in your Section, racketeering units.
Are there other cities that need to be set up similarly and would be
but for funds or for some other reason?

Mr. VinsoN. There are other cities where we are going to put
people—for instance, this list is incomplete, as a matter of fact. I do
not want to mislead the committee by saying we have an office, for
instance, in Detroit or Las Vegas. We do have a man there who uses
the resources of the U.S. attorney’s office, among others, and this is
our man on the scene. We can use some more lawyers, and we have

1 Chapter 7 of the Crime Commission’s Report was reprinted in the “Task Force Report: Organized

Crime” with the addition of annotations to indicate source materlal and to elaborate on statements con-
tained in the chapter, and appears on p. 113, :
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i
i

requested more lawyers. This,is pending n now befoxe the Appropr’i‘ai
tions Committée. R

Mr. Epwarps, How many do you have now? .. ‘

Mr Vinson. We now have, I believe, 55. Tn 2 or 3 months we Wlll
be jup to 60. I have asked for 11 more.

Mr. Epwarps. Yoy, referred’ to the fact that, ;fre*quently you il
bypass a bookie to trv to get at the hlg‘her up. I suppose this is normal
criminal procedure, 'Then you mentioned you had about ,900- odd
convictions in 1986 ir the Bureau of Narcotics.

Can you blea thst do 0,88, be’gween the, pusher, or the user a,nd

s

the hi éhel up? I ,ffect;ve are you in gettmo at the hlgher up in
thllt{[r icy?

VIN%;)N.‘ ‘ tunat el "this statement just got mto our hands
today. It should be kroken (fown first, 1 think, between marihuana

and heroin and other drugs, befpre you make that further breakdown.
We would be glad to get that for you. I think the Buteau of Narcotics
doﬁs not—it rﬁa]bil dgvoteb its resotirces to the’ 1argel tfaﬂgcklsra ]
a3t year they had;—out of two narcqtics seizures, I think edch o
thiim W&S e lar gest n the ?11st§gry of the. ﬁureau an was 22 51§1Q
an the O her \\/ﬂs 20'1 Jkﬂ?%, b gl B s b o lff{r = e

Epwarps., On, FOUur, Jmmunity statutes, Ao (! eel that t,]:us

ghaL @y areg, Where ya ‘c,ag_getx more conv;ptl,qn,bsor Fog out moré ﬂ
°§ prl%mal activity LE‘ you had better 1mmun1ty sty

INsON. Yes, «r; definitely. ) S

%DW@,RM% I mls p kev.areal. . '
INgoN. 1% 18 & . key area partlcularly mth refe,re

Coaa ;\}zstm a,nd the enspiracy of silence.

L AE Lpw Ang, you. bave reguested certzun mlmumty statutes
th on ess‘? .

Mr Yaw es- rihe Bresidant.propases (hEMT i his Hesthd o
1?19 ao] pg‘l WIMNE OIS LN 5 | 5351 N

VL EDWARDS ‘Well ' no¥w if %hose qtatute/s are enac€e& if $hose

b}lls; 818 epag’ggd,” will, that, give, you the imwunﬁy prowsmns that

u need, or 1s this ]u>6 going to help & lit
Mr VINSON. No, it covers foyz areas, pf pn}

}pal’ mterest 0 uc‘ in’
rackeﬁeermg c&seg_

Mr N ov,i b;o,q fingal ¢ questlon, . bhalrman‘ T reaﬁze
$e couﬁ J,tffhgrg or aiyyge a.bqﬁ.. [ W gznt ﬁo Qg,}{ one ﬁn,al que%tlon
fmd fass on. Lo st '
a,xge the ;'ec«;nt‘ ﬁym‘e e (bourj; (fe(;;s 01;1s thaﬁ We have heard sp'
h about had any real e ect on our con IQ‘BIODS} or is Lt,really“ﬁgp!
ea,rl bo say? I wonde1 if, you Womgl(i7 just discuss that brie _
x. Vinsow, Well, generally speaking, I think it is early A$ far
e organized crime program is concerned T feel it has little effect,
ere ‘you are’ dealing-—or no effect, really, 'because. you are dealing.
Jard, core elemeni, people 'who have, bondsmeén and lawyers in
i oc ets, an they do, not need warnings and prompt present-
mentﬁ. ,T ey do not talk. f
I should modify that. sta@ement We have a substantml number of
mformants with respect 16 the Coss, Nostra, people who will talk ‘to
qustlgatlve agencies, w who will talk to us; they will not be w1tnesses,:
however, and that is our problem ’
Mr Epwarps. So if the Supreme Court decisions haye an adverse
effeqt, it would be mcre toward the street or surface crime rather
thay) the organized criine?
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e ivi coe A Y e rroyal e HALINS i I
Mr. Vinson, - They certa,mly have no eﬂ'ect in the orga,mzed crlmei
&T &n floieed iy Hioner iy ‘-H:v.’li“-;? llf
pwARDS.; Thank ou, Mr Oha;rman P
Mr ASCELL. Mr. Ga agher. : B RN ,;,,‘
Mri farpaonER, Thank, you, Mz, Qhalrm&n
You brought up a good: point. I might just as well dv\(ell“oggl thg’p 2,
llttle tbltp, but. I read anothpr thmg that, sort of fascm&tes me Ip your,
statement in the Commlﬁslon s report :wherein you pon, out amon
other, things, that. thelr membershlp 1s exclusiyg ut[ta lian, 1f you will.
patdon the expression “‘Italign.” I think. th&t As. rather, msultmg, byt
1. paiges, another: ques’ol.on %’h has the eivil rights unit done a,bggi;
mtegmmon into thls group? here are certain civi 10111;8 a(spect;s of th1§
a,nd agﬁ wondering what you h&ve dong about,it, . ., .,
But, the, ather. thing, that Mr., E vsay;d$ Tdjsed i 1$, ‘pqmt of bhe,
computer and the work that we; ave, ﬂen interested l%m this,wh Ql@,

» The. thing really, th b1 find , disturhin f; 1z about, all, this’  type. of
thmg is: Are we really logking; dqwn & pat 85,10, Whére we are, going’
and,what we are,roplly. PULHNE EpZETHET? | iy inens g ofiir

- Hor, dnstance,, m. the . questlon o, the nam@@a ! dit. hank there, ar
sc»mp 20 ageneies who wish to collect, al fth 1 informafion on a uni
tape and set up a natlonal data ban an 1, q ;np«;re;st }e,%g],egcy an
econOmYI Lo I T O P T TR | Y

Now. they s yay, that shere will be o rhek gm{@‘e ?@p«wt to ti;ﬂs th t,
this will, be strietly for,,theﬂpmposes O s Iegting information 4e b,e
used for broa ]Qllanl:ungy and tk mgs];ke that. £t N R

The thing that disturbs e, I am nof, sure w hether, gr,];lq{; you need
a.s0¢ial, security. number, fo, be],op,g to ,one, of t ese, orgamgat;oq oy
not,‘bu}n you do, then. th?’p ¢oqial se?),l t,yn ar W 01,1,1. be &p‘q:](q eqlt

fﬁforet o tape$ sever tha_agendles that you, Lkl i
ere il be part, of th,e en N, theﬂnatwml \ata, sonter., Ng
YOU; Sﬁﬁ Yid Wieit’o t ,lfll Vig;l",‘ 'té”q; prye ”r ) tlh'“ 0 %x B i 't

i INBON., 0L, e;, S‘?Q 08,11 SeP ) question, mmto

parts. Is t s, dafa bapk yon B Aelerring, to. ’QbeprQJQ ihatthe 133

1$ utt ffoaer gt to A 1 Fral) ab
oA GAIMGHEB, No g 5. e :pmps;seﬂ,, eyeryhody is , £elting,
mto Fha compnian. usm%sﬁ,, ; ,.oné of, theso, c{wsz hke‘,; ¢‘9&Iiy
telephone, systeins, early. raifropd @ysxgm% W AER, g0ing. to
have a national tie-in Wlt most computer systems. The computer
system that I am talking about is the proposal ny the Bureau of the
Budget, to constrpct, g, COmPRIE “hlchm},ouldvm usiai 111 of %xe 11;1;691—
mation of 20 different Government agencies, filing symbol of
all of that mformwonuww,l be..tbe .SQ‘?l&l segurlt j;m_be;:, i iy
everal, of the s Eniies. Whose. sip prsayion yould be gsthered nd
centrahzed also melude several of the agencies such as the ntema,}
Revenue Servu;e,} the RPost, Qffiee,. j&hng,ppartmem; of Lgb()),ﬂﬂ}at, ou’
ment }Nlﬁ @1"? A your—-th,&t you. are consjderme FIQW fQT QPIQPutenza‘
tion. Now, what about their contenfion that this is not an mtelligent.
]);])e of Qperatmn aqd. yet.yours would be,an intelligenes operstion and’
e tape waull migel:Changeabe P
Vinsox. Wel that which I ,I@f@reme,.ﬁ@ eafrs he. 1;61&1310
to the Buregu, of the ?geiil pro.posmop, hat.y t
would” coneern. 3,100 people. that wy h&vs ! lﬁeé.l
rackefeers 1n this country, about two-t. 1rdso w Q m yeh a,ye}t&entl
as members of the Cosa Nostra. And I want to know everythmg can
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know about them. I want to know their social security number and
where they have worked,

Mr. GaLragHER. Well, 1 read in the—well, would you then have
jurisdiction to go into the national data center, if there was & cross
blend here of noncriminal names? v

Mr. Vinson. Mr. Gellagher, I am not familiar with that proposal of
the national data center. 1 have heard it discussed as a speculative
thing, but I was not sware there was some hard legislative proposal
or hard administration proposal in that regard. 1 agree with you that
it is'somehow a little o Tensive to have everything known about every-
body in some computer bank some place. I think that raises an entirely
different level of problems other than the ones I am speaking of about
our intelligence files.

r. GatLAcHER. Yes, but if you were going to computerize, it
would be also impossible, unless the system were properly thought
out, to program out, say, & hundred of these known criminals, or
whose ever name you. would want to be removed even from your
inspection list. The denger that I would like to point out, in getting
into an early computer stage, is that the state of the art is such where
it hps not reached that point where adequate safeguards and protec-
tions can be given, not only to your system but also to protecting
people who might have illegal access.

Mr. Vinson. Well, ur system, our system as it is now maintained
and as it would be maintained is subject to very rigid safeguards.
Weldo not want leaks. We do not want broad dissemination. We want
dissemination only on a need-to-know basis for our purposes.

Mr. GALLAGHER. It it a short-time system?

Mr. Vinson. As I say, we are really in the crawling stage on this.
The Department of Justice got what they refer to as third generation
coniputers just a relatively short while ago, and they have put on its
usual housekeeping cl.ores, administrative chores, statistics as to the
Federal court systems, and cases in the system. And we have talked
to three different peodle about how we should approach this, but in
my. judgment it has to be our computer and under our control.

Mr. Garracrer. Most of the people who are in the computer
systems feel that it would be impossible to put this computer together
now without extremel:7 high cost and still provide adequate safeguards.
For instance, the peo)le from the Rand Corp. feel that no system at
this stage——

Mr. Vinson. Is secire?
hMr. GALLAGHER (continuing). Is secure. And 1 would suggest
that .

Mr. Vinson. Even though it is contained on your own premises?

Mr. GALLAGHER. {es, even though it is contained on your own
premises.

Mr. Vinson. I have read a memorandum from the Rand people
?bc}ut this problem tbat raises some interesting questions for the

uture.

‘Mr. GartagrER. Several of those people feel that they could
crack any computer system in half a (fay so I would just point out
that perhaps it might %e useful to your purpose.

“While we are on that subject, I read an article in the New York
Times several weeks ago that your computer now has got 3,100 names.
Tt has 300,000 names.
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Mr. Vinson., Well, that was—we have, I think the—I do not
remember the precise quote but 3,100 names is correct. I think it was
300,000 cards.

Mr. GarnaGHER. What do the cards refer to?

Mr. Vixson. The cards basically refer to—well, among other
things, associates, business interests, things of that sort.

Mr. Fascern, Will the gentleman yield?

Mr. GALLAGHER. Yes.

Mzr. Fascern. There has just been a rollcall.

Mr. GALLAGHER. Is that first go-around?

Mr. FascerLn. That is first go-around, and they are on the I''s.

Mr. GarracuER. This would be of interest to you.

Mr. Fascenn. Go right ahead.

Mr. GaunaGaER. Well, would not then once you—we found in the
other field—I am sure this will probably apply to your system—when
you obtain information and names the appetite continues to grow like
a tapeworm feeding on itself. At what point along the line do you
program out a name that might be on your card?

Mr. Vinson. We have not yet converted to computer. We are still
in a manual—we have 20 cf;rks in the Intelligence Unit. It is a
manual system,

Mr., GarLaGrER. Oh T see. Isee. Well would this kind of name go
into & computer or would just your known felons or known racketeers
go into it? At what point do we have a break-even point with the
public so that the public does not get on one of these cards and get
into your computer, and the citizen is then branded forevermore
as having an association with a known criminal, and therefore the
legitimacy petrifies into the system? :

Mr. Vinson, Well, if a citizen is known to be associating with a
gentleman we know to be a member of the Cosa Nostra, his name will
go into our system be it manual or computer.

Mr. GarLagHER. And is it ever programed out? For instance, some
of the proposals for even the criminal aspects of this would be the
nationa]f data bank. After 10 years the computer would be set to
program a person out.

Mr. Vinson. Well, we have not reached that—I am afraid you
have me at a disadvantage. You obviously know a great deal more
about computers than I do.

Mr. GaruaGHER. Well no; the only thing I say Mr. Vinson

Mr, Vinson. I understand the problem you are trying to raise.

Mr. GALLAGHER (continuing). Is we are all trying to get into this
computer business, and we are all—with the rapidly accelerating
speed of technology, the thing that disturbs me is that many of us,
not only your shop but many of the shops in Government, are plung-
ing headlong into this thing without considering the rippling effects to
society. The thing that disturbs me is what happens to this tremendous
apparatus that you are now developing in considering the rules of
Parkinson and growth of bureaucracy and this type of thing. What
happens to this apparatus and the implication to our society and our
Government structure when there are no more racketeers, when the
racketeers disappear like the bootleggers?

Mr. Vinson. Well, when we reach that millennium, we will be glad
to program everything out,

78-508-——87—pt, 1——3
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Mr. Gatnacuer. Well, I think it is really something you should
consider at this pont because under your statistics, racketeers—
thiis generation of racketeers is going to go by the wayside and more
and more as we mova to a cashless society you must project 10 or 15
years. Then what happens to all of the things that you are advocating
tHat we do under the banner of antiorganized crime? This is the thing
that disturbs me, tha weakening of the constitutional guarantees, the
justification for putting anyone’s name into one of these files and at
some later date this would petrify long after you are gone and long
after you could say, “Well, he was not a very serious fellow,” and all
of| this business, but this is the thing that disturbs me.

What is going to 1appen when all these {fellows disappear and yet
we have these precedents and the cases and the desire of bureaucracy
to perpetuate itsell?

Mr. Fascerr. Will the gentleman yield at that point?

Mr. GaLLacHER. Yes.

Mr. FascrLL. We are going to have to make this rollecall. We will

hdve the second bells pretty quick.

We are obviously 10t going to finish, Mr. Vinson and Mr. Petersen,
so we would like to establish another date—perhaps next week, at
your convenience. Are you at liberty to tell us now when you can
came back?

Mr. Vinson. I weuld appreciate the opportunity of consulting my
calendar.

Mr. FascerLt. All right.

Mr. Vinson. I have some problems next week that I know of, but
T lam not sure what days they are. I wonder if it might not be more
efficient and more constructive—I understand counsel for the majority
and the minority have a significant number of questions. I wonder 1if
it| might not be mcre efficient and constructive for you to submit
tHose questions. We would return the answers promptly and then
make ourselves
'Mr. Fascern. And then make yourselves available at your conven-
ience. We might dc¢ that, too, Mr. Vinson, and that might be a
gdod way to do it on procedural or operational or structural questions.
But in order to give :zﬁ the members of the subcommittee an opportu-
nity to interrogate you, we would welcome you back at an early time,
just as early as your busy schedule will make it possible.

Mr. Vinson. Well, I will be delighted to come back if that is
nécessary. I just woader if we could not get a lot of things out of the
why and proceed mare efficiently if—-

Mr. Epwarps. Mr. Chairman, if I may say, the minority counsel
h.:%s prepared some questions that I think readily lend themselves
td these fellows taking them back and preparing some answers. They
ate more research-tpe questions. I would suggest the staff members
pérhaps get with the Justice Department people.

Mr. St Germain. Mr. Chairman, I never go much for the sub-
miission of questions in written form and the answers that come
5 lweeks after completion of the hearings. Oftentimes these questions
when asked person o person bring out points that are of interest to
the committee members and raise other questions in their minds.
I do not particularly cotton to it unless it is something on basic
stlatistics.
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Mr. Fascurn. We will explore that. We are going to be very careful.
We are not going to submit the jurisdiction of the commitiee to a
written question-and-answer arrangement, but where it is possible
we will explore all things that you have in mind or that Mr. Edwards
bas talked about. We would be very happy to cooperate with you in
an attempt to conserve as much time as possible.

Mr. Vinson. Fine.

Mr. FasceLL. We appreciate your cooperation.

Mr. Vinson. Good. I enjoyed being here, Mr. Chairman.

Mr. FascrrLr. The subcommittee will stand adjourned subject to
the call of the Chair.

(Whereupon, at 3:50 p.m., the subcommittee was adjourned, to
reconvene, subject to the call of the Chair.)
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THE FEDERAL EFFORT AGAINST ORGANIZED
CRIME

THURSDAY, APRIL 13, 1967

House or REPRESENTATIVES,
LircAL AND MONETARY AFFAIRS SUBCOMMITTEE
oF THE CoMMITTER ON (FOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2247,
Rayburn Office Building, Hon. Dante B. Fascell (chairman of the
subcommittee) presiding.

Present : Representatives Dante B. Fascell, Cornelius E. Gallagher,
Fernand J. St Germain, Jack Edwards, Guy Vander Jagt, and Wil-
liam O. Cowger.

Also present : M. Joseph Matan, staff administrator; Charles Roth-
enberg, counsel; Millicent Y. Myers, clerk; and William II. Copen-
haver, minority counsel.

M. Fascerr. The subcommittee will come to order, please.

On last Wednesday we started these hearings on the Federal Gov-
ernment’s effort and capability to deal with organized crime. As I
pointed out at that time, this subcommittee intends to fulfill its obliga-
tion to examine and evaluate the efficicncy and economy with which
the prosecutive, investigative, and law-enforcement activities of the
Federal Government are operated, with particular reference to the
Department of Justice ang the Treasury Department. Those De-
partments contain many of the agencies that have responsibilities in
the organized crime areas.

At that hearing Assistant Attorney General Fred M. Vinson, Jr.,
who is in charge of the Criminal Division of the Department of
Justice, was the first witness. He was accompanied by Henry Petersen,
who heads the Criminal Division’s Organized Crime and Racketeering
Section., In Mr. Vinson’s opening statement he traced the interest
and activities of the Department of Justice with regard to organized
crime, chiefly from the time of the Wickersham Commission report
in 1931, through the Kefauver committee investigations, in the late
1940’s, down to the present time.

We expect to obtain for the record specifics concerning the Federal
Government’s right against this enemy in our society. We want to
explore our capabilities and potentials in that fight. We want to
know more about the Organized Crime and Racketeering Section, its
methods, accomplishments and philosophy of operation; its relation-
ships with other Federal, State, and local law-enforcement units; and
its problems. The whole inquiry is directed toward maximizing the
Government’s effectiveness to combat organized crime.

We are very pleased, Mr. Attorney General, that you have agreed
to come back with Mr. Petersen to give us an opportunity to ask some

38
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questions and pursus this matter further. I know with your busy
scgnedule it is extremely difficult. But we are grateful for your coopera-
tidn and contribution to the efforts of this committee. ]

C?\Tow, if you haven t any additional remarks you would like to make
atlthis time, I would e very happy to receive them for the record.

STATEMZNT OF FRED M. VINSON, JR., ASSISTANT ATTORNEY GEN-
ERAL, CRIMINAL DIVISION, DEPARTMENT OF JUSTICE, ACCOM-
PANIED BY HENEY PETERSEN, CHIEF, ORGANIZED CRIME AND
F{ACKETEERING fECTION

Mr. VinsoN. Fine, Mr. Chairman.

efore getting intc that, I thought T might hand to you and counsel
two documents which you may or may not wish to place in the record.
The first is a listing of all the significant statutes administered by the
Organized Crime Section of the Criminal Division.
Mr. FasceLr. We would be very happy to receive that for the record,
Mpy. Vinson.
(The documents referred to follow:)

STATUTES ADMINISTERED BY THE ORGANIZED CRIME AND RACKETEERING SECTION

Anti-Racketeering Act, 18 U.8.C. 1951.
Crimes on or over high scas, 18 U.3.C. 1081-1083 (gambling).
Customs violations invol ring liquor and narcotics matters.
E)ﬁ;ci se on wagers, 26 U.8.C. 4401-4405.
Explosives, 18 U.8.C. 1837 (destruction of real or personal property growing out
of labor dispute. Al other violations of section assigned to Civil Rights
ivision). :
Gdmbling :
15 U.8.C. 1171-1176.
i 18 U.8.C.1081-1083 (Gambling Ship Act).
| 18 U.8.C. 1084 (tran3smission of gambling information).
Inferstate and foreign iravel or transportation in aid of racketeering, 18 U.8.C.
1952,
Lajpor-Management Relations Act of 1947, 20 U.8.C. 159 (e), (g), 162, 186,
Lapor-Management Reporting and Disclosure Act of 1959, 29 U.8.C. 429-453 (all
riminal sections or ict except those invelving members of the Communist
Party referred to in 3ec. 504 of act which are assigned to Internal Security
Division).
Liguor violations:
Indian liquor laws:
18 U.S.C. 1154 (introduction, sale, cte., of intoxicating liquor in Indian
country) et seq.
18 U.S.C. 1155 (punishment for sale, ete., of liguors in former Indian
territory ; repeal as to part of Oklahoma).
Internal Revenue liquor laws:
26 U.8.C. 5001-5693, et al.
18 U.8.C. 8045 (wairants of arrest for violations of Internal Revenue laws).
Laotteries, ef seq. :
18 U.8.C. 1301 (importing and transporting lottery tickets).
18 U.8.C. 1953 (interstate transportation of wagering paraphernalia).
Narcotics violations : !
18 U.8.C. 1401 (defintitions) et seq.
18 U.8.C. 3616 (us¢ by narcotic agents of vehicles forfeited under Internal
Revenue Laws and Contraband Act).
21 U.8.C. 171~185 (Jmport-Export Acts).
21 U.8.C. 184a (bringing narcoties on board U.S. vessel).
21 U.8.C. 188 et seq. {Opium Poppy Seed Act).
505 (restrictions on the manufacture of narcotic drugs).
515 (penal provisions).
26 U.8.C. 47014736 : 4771-4776 : 7237 (Harroson Narcotic Act),
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26 U.8.0, 47114715 ; 7238 (Smoking Opium Manufacturing Act).
26 U.8.C. 47414762 ; 7237 (marihuana).
Occupational tax, coin operated devices, 26 U.8.C. 4461-4463.
Occupational tax, wagering, 26 U.8.C. 44114414, 44214423,
Perjury, 18 U.8.C. 1621 (perjury before congregsional committee).
Racketeering :
18 U.8.C. 1951 (Antiracketeering Act).
18 U.8.C. 1952 (interstate and foreign travel or transportation in aid of
racketeering).
18 U.8.C. 1953 (interstate transportation of wagering paraphernalia).
Slot Machine Act, 15 U.8.C. 1171-1176.
Strikebreakers, transporting, 18 U.S.C. 1231.
Taft-Hartley Act, 20 U.8.C. 159 (e), (g), 162, 186.
Wagers :
18 U.8.C. 1084 (transmission of wagering information).
18 U.8.C. 1958 (interstate transportation of wagering paraphernalia).
26 U.8.C. 4401-4405 (excise on wagers).
26 U.8.C. 4411-4414 ; 44214423 (occupational tax).
Weltare and Pension Plans Disclosure Act, 29 U.8.C. 302 et seq.

Mr. Vinson. You also indicated an interest in the form of memo-
randums of understanding between investigative agents—and I have
one here that I am sure counsel would be interested in. It is the memo-
randum of understanding between the Department and the Depart-
ment of Labor.

Mr& Fasorrr,. We would be very happy to receive that for the
record.

(The document referred to follows:)

MEMORANDUM OF UNDERSTANDING BETWEEN THE DEPARTMENTS OF JUSTICE AND
LABOR RELATING T0 THE INVESTIGATION AND PROSECULION OF CRIMES AND CIvIL
ENFORCEMENT ACTIONS UNDER THE LABOR-MANAGEMENT REPORTING AND DIs-
CLOSURE AcT oF 1959 (Punric Law 86-257)

‘Whereas the Labor-Management Reporting and Disclosure Act of 1950 (Publie
Law 86-257, 73 Stat. 519) imposes certain duties and respongibilities upon the
Attorney General and Sceretary of Labor with regard to prosecution of crimes
arising under the act and civil enforcement actions under the act; and .

Whereas that act, in section 601, imposes upon the Secretary of Labor the
responsibility for conducting investigations of persons who have violated, or
are about to violate, any provision of the act (except title I, or amendments
made by this act to other statutes) ; and

‘Whereas that aect, in section 607 provides that the Secretary of Labor may
make interagency agreements which may help to avoid unnecessary expense
and duplication of functions among Government agencies and insure coopera-
tion and mutual assistance in the performance of functions under the act; and

Whereas it is desirable and essential that the areas of responsibility and the
procedure in connection with the investigations, prosecutions of offenses and
civil enforcement actions arising under the act should be the subject of formal
agreement between the Departments;

It is hereby agreed and understood between the Department of Justice and
the Department of Labor as follows:

1. Criminal prosecutions.—All cases involving violation of the eriminal pro-
visions of the act will be prosecuted by the Department of Justice. Those cases
investigated by the Department of Labor, hereinafter detailed, will be referred
to the Criminal Division, Department of Justice, as provided in section 607.

2. Investigations of matters made criminal by the act.—Subject to specific
arrangements agreed upon by the Department of Justice and the Department
of Labor on a case-by-case basis, investigation under the act will be conducted
as follows:

(@) The Department of Labor will, through its own staff, investigate
those criminal matters arising under: ’
1. Title IT (reporting by labor organizations, officers, and employees
of labor organizations, and employers).
2., Title I1T (trusteeship).
3. Section 502 (bonding) of title V.
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4. Section 503(a) (making of loans by labor organizations to officers
and employees of the labor organization) of title V.

5. That part of section 503(b) of title V which relates to the pay-
ment of a fine of a labor official or employee by & labor union.

(b) The Departnient of Justice will, under delegation from the Secretary
of Labor, investigate those criminal matters arising under:

1, Section 501(c) (embezzlement of union funds) of title V.
2. That part of section 503(b) of title V which refers to a payment
of a fine of a labor official or employee by an employer.
i 8. Section 504: (prohibition against certain persons from holding
i office) of title V.

4. Section 503 (containing an amendment to sec. 302, Labor Manage-
ment Relations Act of 1947, as amended) of title V.

5. Section 602 (extortionate picketing) of title VI.

6. Section 610 (deprivation of rights by foree and violence) of title V1.
8. Notification—Wheiever either Department learns or is informed of any
matter coming within “he investigative jurisdiction of the other Department,
as| set forth above, it will notify such other Department in writing and furnish
all information in its yossession regarding the matter.

4. Hrercise of other junctions.—Exercise of delegated investigative authority
by} the Department of Justice pursuant to this agreement shall not preclude
the Department of Lalor from making inquiries for the purpose of adminis-
trative action related to the crime being investigated. Nothing in this memo-
rapdum of understanding shall be construed to affect the investigative jurisdic-
tion of the Department >f Justice under other statutes.

5. Prosecution of civi! enforcement actions.—Any violations of the act which
form the basis for civil enforcement actions will be investigated by the Depart-
ment of Labor. Whenever the Department of Labor concludes that a civil en-
forcement action shoulc. be instituted, it will refer the case to the Department
of!Justice, with the request that suit be instituted on behalf of the Secretary of
Labor, and will furnish he Department of Justice with all pertinent information
in!the possession of the Department of Labor. Upon receipt of such request, the
Department of Justice will institute and will conduct the civil enforcement
action on behalf of the Secretary of Labor. The Department of Justice will net
ingtitute any civil enforcement action under the act except upon the request of
the Department of Labor, nor will the Department of Justice voluntarily dis-
miss any action so instituted except with the concurrence of the Department
of Labor. The Departmnt of Justice will dismiss any action so instituted upon
the request of the Depertment of Labor. Department of Justice atborneys will
collaborate with the atiorneys of the Office of the Solicitor of the Department
of : Labor in the preparation and, to the extent feasible, in the presentation
of such actions in court. .

6. Parole board prociedings.~—The investigation and presentation of issues
concerning the appropriateness of a grant of a certificate under section 504(a)
to 'an individual by the board of parole will be the responsibility of the Depart-
ment of Labor, includir.g appearances before the Board of Parole.

7. Instructions,—So that the terms of understanding will be effectively per-
formed both Departments will issue instructions for the guidance of its officers,
such instructions to be submitted for comment prior to their issuance to the
other Department.

8. Periodie reviews of this agreement will be made to determine any adjust-
ments which seem necessary based on experience under this act.

Approved, WiLLiaM P. RoGERs,

Attorney General,

% JAMES P. MITOHELL,
Secretary of Labor.

ﬁ‘EBRUARY 16, 1960.

Mr. Epwaros. On that point—is this what you would call a typical
memorandum of unclerstanding that would be entered into between
your agency and other:agencies?

r. VinsoN. No, sir; I would not eall it typical. Our more typical
arrangement, between our Organized Crime Section and other agen-
cieiés‘, 1s much less formal than this. This is the sort of arrangement

Apprfoved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8




Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8
THE FEDERAL EFFORT AGAINST ORGANIZED CRIME 37

that we enter into, or that we negotiate between agencies where there
is a definite overlap of function, and that does not oceur too much.

Mr. Epwarps. Thank you.

Mr. Vinson. There were two matters that I thought would be well
to clear up. I reviewed the transeript of last week’s session. I will have
it in Mr. Matan’s hands later today.

One question you asked I tried to answer in very general, broad
terms. You asked how do you work, what do you do?

I think it might be helpful if we would respond to that question
in much more specific terms, using a concrete example as illustra-
tive of our general pattern of operation.

There was a time in the past when we became interested in a given
metropolitan area. We assigned several lawyers to that area. ﬁ‘hey
spent almost 8 months becoming most familiar with the criminal
activity in this particular metropolitan center.

They then went to this city—Mr. Petersen, myself, and our attor-
neys assigned there—and met with the representatives of each of the
investigative agencies. We told them the problems as we saw them,
and we solicited their suggestions as to approach, a programmatic
apxroach to the whole scope of the problems In this particular city.

s a result of that meeting, we then allocated responsibilities be-
tween the agencies. For instance, we found in this city there were
three gambling—three distinct gambling operations, one of which
was Cosa Nostra controlled exclusively. The other two had connec-
tions with Cosa Nostra.

We requested in this particular case that the FBI concentrate its
forces upon the larger gambling syndicate, which was Cosa Nostra
controlled. We requested IRS to concentrate their investigative efforts
upon the other two smaller operations.

We also, in this particular case, had substantial allegations of cor-
ruption, close relationships between some of the racketeering fraternity
and local public officials and police officials.

In this respect, we gathered tﬁe information and suggested that IRS
might conduct tax audits of those public officials who were alleged
to be in cahoots with either the Italian gambling syndicate or the
two other gambling syndicates who had no—they were not ethnic
groups.

We also had substantial allegations with respect to labor racketeer-
ing, There were in this particular city indications of tie-ups between
racketeers and about two locals.

Mr. Fascerr. Youmean labor union locals?

Mr. Vinsox. Yes. We requested an investigation by the Depart-
ment of Labor of those particular locals.

We requested that IRS—well, first we isolated those whom we con-
sidered _to be the 70 top hoodlums in this particular metropolitan
region. We requested IRS audits of that group.

Following the launching of this program in this area, our attorneys
meet, weekly with representatives of the investigative agencies. They
assist in such matters as obtaining of search warrants. And we find
generally that at some point in an investigation, grand jury inquiry
is either very helpful or an absolute necessity. And our attorneys
conduct such inquiries.

That is one small slice of our activities, and is fairly typical of the
way we operate.
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Mr. FasceLr. Now were all of these decisions in this example made
inthe field ¢

Mr. Vinsor. No,sir.:

Mr. Fascrrr. Direction carne out of the OCRS?

Mr. Vixson. Yes, sir. But the attorneys assigned to this project
probably averaged 3 caysa week in the field.

Mr. Fascern. But direction in this particular case came out of the
central office, the Organized Crime Section ¢ .

Mr, Vinson. Yes,sir

Mr. Fasorrr. And decisions or requests for cooperation, investiga-
tive and otherwise, ca me directly ont of that office?

Mr. Prrersen. I should make it clear—when Mr. Vinson and ¥ go
to these cities, what vze are presenting is a tentative plan that has been
worked out by our atorneys in conjunction with the investigators in
the field. And the purpose of our visits is to formalize and to iron
oub any difficulties that may exist, and agree upon a definite program,
a definite approach, so that each agency will have its responsibilities
laid out for it. The ultimate decisions are really made by Mr. Vinson
when we make these field trips. ,

Mr. Vrnsow. Ther2 is one other thing that I perhaps should em-
phasize. There is a great feedback from the investigative agencies
themselves. I mean they are by and large very—most of the people
they assign to the organized crime area are experienced in that sort
of! work, and they develop leads. And so it is a cooperative venture.

One other matter that I noticed in going through the transcript
did not register with the emphasis that I think it deserves, and that
is [the tremendous significance of gambling to the organized crime
groups. I think the Crime Commission report indicated that there
arp estimates of gross illegal wagering in this country ranging from
$7 billion to $50 billicn.

T think a very corservative estimate is possibly $20 billion.

lAccording to our best information—of course, the gross profit varies
befween racetrack beting, numbers, and so forth, but a good working
figure for gross profii is probably one-third.

'So take a conservative estimate of $20 billion, and take a conserva-
tive })ercentage for ;yross profit, and you have in the hands of these
people at least $6 billion. And that really is their bank roll. That
money can be used for.any purpose they see fit. It can be used for pur-
poses of corruption. [t can be used to bank roll shylocking operations.
It; can be used to bank roll narcotics operations. And we are confident
that a substantial anount of that money of course goes out of the
country, squirreled away in foreign aress.

Mr. Fascerr. Mr. Vinson, doesn’t a lot of it wind up in normal
lepritimate business operations of the country?

Mr. Vinson. Yes, it certainly does. For instance, the city I had ref-
erence to previously—we know of at least 25 substantial businesses
that we believe are controlled by these people.

Mr. Fascerr. Well, is that true all over the country ?

Mr. Vixson. Yes, sir.

Mr. Fascrin. What kinds of businesses do they get into ?

Mr. Vinson. Wel, virtually any sort of business. T think they are
probably heavy on sarvice-type business—linen services, for instance.
They have been known to have interests in security dealerships. They
hive been known to have interests in dairies. They own trucking con-
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cerns. They own brokerage houses, brokerage in terms of selling sup-
plies or food to retailers.

Mr. Fascern. Is there any ascribable reason for the penchant for
that type of business that you can discern? Is there some difficulty in
tracing it? ‘ :

Mr. Vinsow. No—I am not so sure it is tracing.

There are two other areas that they are very active in—night club
and tavern business and restaurant business. T sometimes think this
is a sort of business where they like to have a home base, and they like
to clean up some of their income. Assume & man has a hundred thou-
sand dollars’ income from an illegitimate enterprise. He obviously is
going to have to show some source of income on his income tax return.
1 am confident that many of the taverns and restaurants that are run
by these people are used to cleanse the money, so to speak.

Mr. Fasowrrn. Legitimatize the reporting of the income?

Mr. Vinson. Yes, to show a source of income. I think the chart that
1 showed you last year indicated that between the period of 1958 and
1963, T believe it was, that the racketeers were—I don’t think they were
earning any more money, or making any more money, but they were
reporting almost 60 percent more income because of the emphasis on
audit and tax investigation of known racketeers.

Mr. Fascrrr. Then the main thrust of what you are telling us is that
as far as organized crime is concerned, its heart and soul is gambling
on a national level, all interstate, interlocked, and directed ?

Mr. Vinson. Yes, sir. That is definitely and distinctly the source of
the principal bank roll.

I would not say it is all interrelated, however, There are some open
areas. And it operates differently in different cities.

For instance, in the city I referred to there is one distinet gambling
operation that is Cosa Nostra owned, controlled, and run, This is a
tight ethnic group. There are two other gambling operations in that
same city that are not ethnic groups. They are connected. We are
frankly not sure how they are connected. We don’t know whether it
is a question of tribute, maybe a 10-percent overriding royalty, so to
speak, or not.

We do know in some cities—there is one major city in the country
where the Cosa Nostra ran gambling; they owned it lock, stock, and
barrel, until about 3 or 4 years ago. They concluded to get out of the
business, and they did_get out of the business. They are no longer
actively operating the barbute and numbers, and so forth. However,
our information 1s that they do extract an overriding royalty, if you
will, that approximates 10 percent of the gross in exchange for which
they arbitrate territorial disputes, they furnish bondsmen, lawyers,
et cetera.

Mr. Fascprr. Sounds kind of professional. You mean they have
given up settling disputes the old-fashioned way ?

Mr. Vinsox. Well, their ultimate mediation decision has quite a
few teeth in it, Mr. Chairman. They don’t have the collection and
enforcement problems that some of us have.

Mr. FFascerr, You mean they still do use the old-fashioned way on
oceasion ?

Mzr. Vinson. Yes, sir.

Mr. Fascrrr. Justline them up and shoot them ?
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Mr. Vixson. Yes, sir. I actually believe they do it reluctantly these
days, though, because I believe—-

Ir. Fascerr. Thas is a new twist on crime.

Mr. Vinson. I belisve they try to avoid the glare of publicity. We
have a fairly apathet ¢ public, particularly in the gambling area, and
thay are smart enough not to want to arouse the citizenry.

Mr. Fascerr. The ‘TBI’s jurisdiction in this investigative operation
which you discussed—their total jurisdiction in organized crime is
whiat, racketeering and gambling ?

Mr. Vinson. Yes. 'They have several statutes that give them juris-
digtion over gambling. The principal statute is probably interstate
transportation in aid of racketeering, which is a fairly broad statute.
It was passed, I believe, either late 1961 or early 1962.

Mr. Fascern. I reed a story the other day in the paper about in-
tensive, shall I say, operations in the Chicago area with respect to the
raids and the investigative assistance being given by the FBI, and the
sugcessful local operztions and followup prosecutions in that case.

Now, is there something different going on there than is going on
any place else?

Mr. Vinsow. No, sir; I think that is a typical example of Federal
and local cooperatior. I think the reason that may have been singled
out—the statistics were very well developed in that area.

Mr. Fascerr. Tha: is what I understood. For example, over 1,200
orsons there were arrested, and 340 have already been convicted.
hey had hundreds a:1d hundreds of raids.

Now, that is an example, as I see it, of Federal cooperation at the
lo¢al level to bring about local law enforcement, is that it?

Mr. Vinson. Yes, sir. That is what I like to think of as leveraging
our efforts—which it a necessity, in my judgment.

Mr. FasceLr. The estimates, as I recall it, were that they disrupted
operations there that ran into about $18 million a month, and that
evidently is just a part of the total “take” in that area. If that is in-
dicative of what is going on in the major cities of the country, then
the estimate you have given is probably on the conservative side.

Mr. Vinson. The estimates, as I said, run between $7 and $350 bil-
lion, and $20 billion is probably a good, safe, conservative estimate,
ofi gross illegal wagers in the country. ;

Mr. Fascerr. Now, as good a jg}}; as has been done in the Chicago
azlea with respect to this gambling operation, the thing that interests
mp is, What directioa, if any, did Mr. Petersen give this operation?
Mr. Vinson. That particular operation ?

Mr, Fascern. Yes. From August of 1963.

Mpr. Prrersex. I think the credit for that goes to the special agent
in charge of the Chicago office of the Federal Bureau of Investiga-
tion. And I might say, Incidentally, with respect to local cooperation,
fdr the most part, local cooperation is effected by the investigative
agencies on the scene. They are in a much better position to know
what needs to be done. We cooperate with local authorities, State au-
tHorities generally on a specific basis. That is where we have a special
need to go to them, or they have a special need to come to us.
Ordinarily, however, the liaison is effected by the narcotics agent
in the field, or the J¥BI agent in the field, or the Customs agent, or
Liabor agent, as the case may be. The relationships are developed on
those levels, Of course, we encourage them, and our own people are
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in contact with the local prosecutors as the case may be. But basically
the credit for that operation goes to the special agent in charge of the
FBI office in Chicago.

Mr. Fascerr, I am of course very willing to concur in placing that
credit. But what you say disturbs me, because I don’t see where the
direction comes out of your office.

Knowing that gambling is a national syndicated operation, with ten-
tacles all over, it is fine for the agent in charge of an investigative
agency to lead the fight, so to speak, with respect to providing law
enforcement in a given area. But, except indirectly, how does that tie
in with what you are trying to do—if you have an overall plan of op-
eration. It looks to me as if the tail is wagging the dog, instead of vice
versa.

Mr. Prrersen. Well, T don’t think that is so.

First of all, we deal with very special needs. May I refer for a
moment to a current investigation—I will let the city and the prin-
cipals go unnamed. But involved in this gambling operation, which
is interstate in character, is the police force of the city involved.

Mr. Fascrrr, The point is, who makes a policy decision, like “We
are going to bear down on gambling in Chicago today”—or wherever
it is, an overall integrated effort against organized crime?

Mr. Perersen. Those decisions are made here. I should point out
the program has two facets. One, if you like, a special investigation,
such as the program Mr. Vinson has lined out here. The secong is an
attempt on our part to generate better law enforcement and along
the line with respect to those statutes in which the organization 1s
generally involved.

That means stepped-up gambling enforcement by the Federal agen-
cies, stepped-up narcotics enforcement. It also means stepped-up
enforcement on the part of the State, where we can prevail upon them
to do so, or where they have the facilities and the manpower to devote
to it.

Mr. Vinson. If T may make one other thing clear, Mr. Chairman.
The cooperation of the sort you referred to—hard information that
would enable a local police force to seck a search warrant, for in-
stance—is customarily done in our business on the investigative level,
investigator to investigator, and not prosecutor to prosecutor.

But as far as emphasis on gambling in the national picture, we have
a distinct emphasis on that in every major city in the country.

Mr. Fascerr., I am sure you do. And I definitely got that under-
standing from your testimony. But I wasn’t quite clear about how
this investigative assistance to local law enforcement effort is
related to the policy decisions which are made by the Organized
Crime Section. That is the thing that I am not clear on yet—when
it starts and when it stops. Because it sounds to me as if you have the
Federal Bureaun of Inyestigation, for instance, doing its job and carry-
ing out its responsibility—which it does extremely well—but doing
it as the Bureau. And, because of its investigative emphasis in a par-
ticular area, or with respect to a particular problem, it then, in effect,
makes a policy decision which actually ought to emanate out of the
Organized Crime Section.

er. Vixsoxn. That isn’t a limited policy decision. That is a way of
life.
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Mr. Fascetr. In other words, this is a standard operating procedure
that goes on all the time? :

Mr. Vinson. Absolttely.

Mr. Fascern. I dor’t know that T like that, from a management
standpoint. I like it from a law enforcement standpoint.

Mr. Perersen. May I add something? Again, when we make these
trips in the field, in most every jurisdiction to which we have gone we
have met with the local:law enforcement people, and present at most
of these meetings were: the Federal enforcement. And policy decisions
were made there with respect to improving cooperation in a specific
area of organized erime. That is not to say that cooperation and coordi-
nation did not exist on an agent-to-agent level before that period.
But for example in one city we have made arrangements for the FBI
to birief selected membors of the State and local police on the organized
crime program, the people of importance in their respective areas, so
that they would be farailiar with the problem, be able to assist us, and
we to assist them,

But the basic day-tc-day oporation, interchange of information with
respect, to ongoing violations cf the law by force has to be done almost
immediately from the agent—from the SAC to the police officer: con-
cerned, so they can tale prompt action on it.

I'am afraid ofttimes if it had to come back to Washington before
that cooperation coulc. be effected, we would be there with too little
and{too late.

Mr. Fasorrr. I agree with that. T would not argue that part of it
at all, from the standpoint of effective operation.

Mr. Cowger. Mr. Vinson, being a former mayor of a large city I
was interested in your remarks concerning the involvement of local
offigials in organized crime. Would you expand that statement, and
telliabout any specifics of involvement of public officials or law local
enforcement agencies ?

Mr. Vinson. Isuppose I conld best illustrate that by example.

There have been cases within the last 3 years—well, one very recent-
ly. It was not organized crime per se. However, it grew out of a mas-
sivg grand jury inquiry into organized crime in a particular area.
It resulted in the indictment of a mayor and president of a city coun-
cil for bribery.

Ih another area, about 8 years ago, the department found that a
mayor, chief of polics, and the leading gambler, the man who con-
trolled gambling in this particular area, were—had a close working
relationship. All were indicted and ultimately convicted.

In another area we found that the city commissioner was in collu-
sion with a large number of—in this case it was moonshiners and
gamblers—to afford protection in this particular county—which re-
sulted in indictment.

Mr. Cowger. How eommon is this, Mr. Vinson ¢

Mr. Vinsow. Police, fairly common, Mr. Congressman. The political
oﬂ%)dilals directly involved I would say not as common. It is really
subtle.

Ir. Cowaer. What prompts your coming into a community to in-
vestigate any collusior. between the public officials, police officers, and
organized crime ?

Mr. Vinson. Ordinarily it is the result of intelligence information
that causes us to interest ourselves. On occasion, as in the first example
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that I recited to you, it is something that you just stumble into as a
part of a much larger investigation.

Mr. Coweer. Why would you go into some cities and not others?
You spoke of one particular example. Why wouldn’t you go into
other cities? Almost all cities, I would assume—it would be my as-
sumption there is some involvement of organized crime perhaps in
every city in America. Is this a true statement ¢

Mr. Vinsow. As the Crime Commission made clear—where orga-
nized crime flourishes, you can be assured there is some corruption. I
think that is really the pervasive danger of organized crime. That is,
its effect on law enforcement and the local power structure.

Myr. Coweer. Thank you, Mr. Chairman.

Mr. Fascerr. Mr. St Germain ?

Mr. St GerMaIn. You say you cooEerate with local police officials.
But don’t you find that by ano%, large throughout the country, that our
communities are having difficulties recruiting and keeping on their
staffs competent police officials, and that one of the main reasons that
the communities either are unable to or don’t see fit to pay their person-
nel, their police personnel, their law enforcement personnel, as well as
they should be paid?

Mr. Vinson. I think you have put your finger on the real heart of
the problem.

Right now there are about 50,000 vacancies in police forces all over
the country. The average patrolman in the large city—and that is
where most of our problems are—the average patrolman has a start-
ing pay of about $5,300 a year. Worse than that, however, is the fact
that there is not much pay incentive to stay on a police force.

The average city will pay a patrolman about $1,000 more per year
than that $5,300 after he has been on the force some 15 to 20 years, as-
suming he has not risen to a supervisory position.

The other problem is one of fragmentation. There are over 40,000
law enforcement agencies in the country. Their jurisdictions are
overlapping in some respects, there are gaps in other respects. Be-
cause of this fragmentation, you have a substantial number of very
small police forces, and a small police force, I think, just cannot be
operated efficiently. They don’t have the resources to train—if you
have a 25-, 50-man police force. They cannot go into retirement sys-
tems, for instance, that would attract and hold qualified people.

Mr. St GermatN. And isn’t their work rather discouraging to them
in many instances? I had an odd thing—we are faced now with a
problem where the postal employees all feel they are being underpaid,
and they have justification fI(J)r their feelings, so they are coming be-
fore the Congress asking for increases in salaries. And yet T recently
had a police officer come into my office locally, at home, and asked me
what procedure he should follow in order to get a job with the Post
Office Department.

His comment was—No. 1, he was being underpaid, he felt. And he
is an educated, intelligent young man. Te felt he was being under-
paid. And in addition to that he said—it is not a very pleasant life
when you have a couple of thugs beat up on you, and ‘when they get
to court, they—they put you in the hospital a few days, and they get
to court, and end up with a $15 fine. So I think perhaps that is another
discouraging feature. Not only the fact that the pay is low, but see-
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ondly that they feel tliey are not being backed up, so to speak, by
theicourts.

Mr. Vinson. A serious problem of morale.

Mr. St GermaIN. (toing back to the point that you brought up on
the small police forces, wouldn’t we be wise, if it could be done—I
realize fully the proslem in that all municipalities and townships
very jealously guard their individuality—but by the same token, as
you say, your one-, two-, and three-man forces in so many little com-
muhities—wouldn’t we be in essence a whole lot more efficient if we
could devise a system wherein the police forces would be statewide—
in other words State police forces with barracks in each and every com-
munity to cover those communities ?

Mr. Vinson., There would be many advantages to such a situation.

You can start even smaller than that, however. Los Angeles County
is 8 good example. They have a sheriff’s office. They are well trained,
well paid. They have contractual arrangements with dozens and doz-
ens of communities in the Greater Los Angeles area to furnish police
protection to those communities.

The Crime Commission sees as one of the hopes this pooling or con-
solidation or contractual arrangement for police forces.

f course, you have problems—and I suppose they are basically
political problems, with police forces and consolidation.

Tiverybody likes to have their own police force. Yet I meet at every
opportunity I have with mayors and city managers to preach this
dodtrine. I met about 30 of them last Saturday. An interesting prob-
lem they raised—they said—Mr. Vinson, you have convinced us that
it would be desirable to raise police pay, but what do we do with
the!firemen ?

Historically, fireme1 are paid on the same scales as policemen. They
have always been treated the same. I am not sure that is justified, but
it is a historical fact.

Mr. St Germain. [ am wondering—in your testimony you men-
tioned—you divided crime into the organized crime, and then you
mentioned the crimes against the person and the property—in other
]\;V.(()il‘;ds, burglary, asseult and battery, and what-have-you, murder,

idnaping.

Do weghave any statistics available to us that would indicate to
us what the success ‘s of our local constabularies, our local police
forces, in the appreheasion and indictment of—successful prosecution
of individuals commiting these crimes against the person, as part
of what is known as o:ganized crime? That is, statistics which say out
of every 1,000 crimes committed, # number of convictions or indict-
ments are returned.

Mr, Vinsoxn. I havo seen studies that indicate that the arrest rate,
foriinstance, is about 25 percent of reported crimes.

Mr. St Germain. My feeling is that we are not doing well at all in
this area. And I would say that 25 percent is not a good average.

Mr. VinsoN. I wotrld agree. Of course, the conviction rate, where
you count in guilty pleas, is very high, ranging between 80 and 90 per-
cent probably. But the 25 percent rateis disturbing.

Mr. St GermaIN. Thank you.

Mr. Epwarps. Do you mean 80- to 90-percent conviction of the 25
percent arrested ? Is th at what you are saying ?

Mr. VinsoN. Yes, sir,
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Mr. Epwarps. So once you catch them you have a pretty good
conviction rate. But finding them is the problem.

Mr., Vinsoxw. That is correct. And also another fact that the Crime
Commission developed is that there is probably almost twice as much
crime comnmitted as is reported.

Mr, Fascerr. Also the finding was that there was a great reluctance
to even report the crimes, so that you have no real basis of knowing the
extent of the problem.

Mr. Vinson. That is correct.

Mr. Fascern., So the figures have to be considered hoth from the
standpoint of enforcement efforts such as indictments and convictions,
and against a fluid base which none of us know the exact nature of,
except that we have an idea it is extremely large. Is that about right ?

Mr. Vinson. That is right.

Mr. Fascern. You discussed the infiltration of organized crime
into all levels of economic society in this country, and at the local
level with public officials, and so forth. Is there any evidence that
organized crime has infiltrated State governments, through State
public officials, and the Federal Government, through Federal Govern-
ment officials and Federal agencies, including investigative agencies?

Mr. Vinson. Ihave no knowledge of infiltration of Federal agencies.
Very occasionally information comes to our attention with respect to
State and local agencies.

Mr. Fasceir. How would you compare that against the assess-
ment which you ]igave us about local public officials?

Mr. Vinson. Iam notsure I understand that question, sir.

Mr. Fascerr, I am trying to get some order of the magnitude with
respect to corruption by organized crime or otherwise of public of-
ficials, local government, State government, and Federal Government.

As I understand your testimony so far, you have no knowledge of
any infiltration by organized crime into Federal Government or its
agencies, but there is some at the State level, and considerably more at
the local level.

Mr. Vinson. Yes, sir.

Mr. Fascerr, Is that a fair restatement ?

Mr. Vinson. Yes, I think so.

You see, I don’t believe that a large gambling operation, for in-
stance, can exist without some knowledge at the ﬁ)cal level. And this

ets back to one of my comments last week—by and large we are deal-
ing with consensual crimes—gamblin%, narcotics, shylocking. And the

ublic is not concerned particularly about gambling, illegal gambling,

ookies, numbers operations. And I think that apathy is reflected m
police operations locally.

Mr. Fascern. I asked you about direct infiltration. How about cor-
ruptive influence of organized crime in the Federal Government.
Is there any that you know of'?

Mr. Vinson. None that I know of, Mr, Chairman.

Mzr. St Germarn. Mr. Chairman—-—

Mr. Fascerr. My, St Germain ¢

Mr. St GrrmainN. Getting back to the line of questioning that I was
about—the percentage of convictions, et cetera, as against the number
of crimes committed—it seems to me it would be a very fair and ac-
curate statement to say that we cannot—not only can we not be proud
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of qur accomplishmenis in this area, but we should be rather ashamed
of t:he fact that we are doing so poorly in this area of apprehension of
criminals, and that much of this, it seems to me, stems from the fact
that we do not have eficient crganizations for crime prevention, and
apprehension of criminals within our local communities.

So that going one st3p further, referring back to your original testi-
mony, it must make your work rather difficult where you feel that you
should be able to rely on local enforcement agencies for support and
codperation—it must be rather difficult when you have so many local
cothmunities whose police agencies or police departments are excep-
tionally ineflicient. ; :

Ir, Vinson. Well, I think there is a great deal of truth in that.
Hawever, I think I st.onld make clear here that this is not a universal
inaictment of police forces. There are some excellent police forces
in some of our metropolitan areas, and even in those areas where we
find corruption, there are some outstanding policemen.

I think most of ovr major cities now have what they call central
ingpection or integrity units that are responsive to the top brass on the
po;’\me force. This wasn’t always true.

Mr., St Germatn. Would it be fair to state that in our larger cities
W{% have the more efficient forces that you refer to. Once you get into
the smaller communties and the smaller cities, this is where we hit
oyr problem, because the citizens themselves are not willing to pay

them?
Mr. Vinson. T think that is generally true. And I think the whole

system of criminal justice has a built-in conservatism, a built-in re-
gigtance to change. And it is my judgment that we desperately need
change in our police, in our courts, in our correctional systems.

I At the national convention on crime, just 2 weeks ago, Superin-
ténde.nt Wilson of the Chicago Police force, in charge of the Chicago
Police force, who is an outstanding policeman, they have a very ex-
cellent operation—t.e made the statement that he thinks that police
people are more resistant to change than any other group in the
country. : :

{ Following on the heels of that statement, Dr. Magee, who is head of
the correctional sysiem in California, testified, and he said, “I disagree
with the superintendent, I think correctional people are more resistant
to changethan any other group.” And shortly after that the Attorney
(Feneral made a speech, and he said he heard two things said that
morning that he violently disagreed with. He said he was convinced

that lawyers were more resistant to change than any other group.

i There 1s a great Jeal of truth in all three statements.
| Mr. St GermaiN. In Chicago—I think I read recently where they
start their patrolman at $10,000 a year. Is that right?
| Mr. Vinson. I am not sure, Mr. Congressman. That sounds a little

i
high.
| Mr. St Geemarr. I think I am accurate on this figure, because it
fwas brought to me hy some postal people, comparing their pay. But
there, as you men:icn, we have Wilsen, who is in charge of public
safety in Chicago, you have a large city, well organized, and they are
[paying their perscnnel properly.

Mr. Vinson. Tlere are all sorts of problems involved. I adverted
lto the problem of the firemen. I saw two stories in the Washington

ipaper yesterday. One was a proposal to raise the pay of pelicemen I
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think from $6,700 to perhaps $7,200, starting pay. And on the same
page there was a story that the Montgomery County, Md., County
Coouncil or Board of Education had voted to raise the teachers’ pay
in Montgomery County only $180 instead of $200, which would glve
them a starting pay of $5,880.

So there are all sorts of value relationships involved. It is not a
simple matter.

Mr. Fascern, Mr. Vinson, you have told us that organized crime in
onc way or another has infiltrated its way into business activity and
labor unions.

Is there any evidence that organized crime has infiltrated any of the
sports of the country, either amateur or professional ¢

Mr. Vixson. Well, I think we are all aware of the cases that TFederal
and State governments have made in the past few years about shaving
points in various sports. The most recent one I guess was Louisiana.
Prior to that I believe we convieted two people on the west coast a
year ago, in Seattle, involved with point shaving conspiracies. That
seems to be a cyclical thing.

Mr. Fascrrn. Are these ndependent acts, or are they part of an
organized effort ?

Mr. Vinson. I believe they are part of an organized effort. I think
there are a lot of people in the know, so to speak. The bookies in this
country are a pretty close fraternity.

Mr. Fascrrn. And there is some evidence and justification to think
that the effort is a kind of semidirected national effort?

Mr. VinsoN. I believe so.

Mr. Fascerr. You have described the principal areas, generally, as
T understand it, in which organized crime operates in major metro-
politan areas of the country, for example, with not so much in the
smaller cities of the country, although its corrupting influence could
be felt or is felt in smaller communities.

Mr. Vinson. It is felt—particularly in those communities that are
reasonably near your large metropolitan centers.

You might be interested in a search warrant and arrest warrants
executed by us in one medium-sized city several months ago. One of
the documents that was seized at that time was a piece of paper show-
ing this particular gambler’s monthly expenses. And his monthly ex-
penses included—I beg your pardon—weekly expenses. His weekly
expenses included one item that said “Ice, $300.” Ice is jargon for
protection.

Another item was to a fellow—call him Tom S—that is the way he
was referred to—$500. And we have reason to believe this fellow re-
ferred to was a member of a Cosa Nostra family in one of the large
cities about 100 to 150 miles away.

Mr. Fascerr. Now, in this overall national operation—are there
certain areas of the country, metropolitan or otherwise—which
seem to be focal points or headquarters for the direction of a particu-
]e}xlr tygpe of effort, and are they identifiable, and would you identify
them¢

Mr. Vinson. Well, T don’t know that I would say that they are
identifiable with a particular narrow sort of effort.

My, Fascerrn, Well, generally ?

Mr. Vinson. However, if you take the greater New York area, the
judicial districts of southern New York and castern New York, and
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narthern New Jerse7, and Chicago—that is about 80 percent of the
hardcore Cosa Nostr: crowd.

Mr. FasceLr, How about Miami, Fla., for example? Is that an op-
erational area, or nonoperational area ?

Mr. Vinson. We don’t believe that it is operational in the sense I
think you mean. Theye is a great deal of illegal gambling in the Miami
area. Eut we believe that it is sort of open territory, that there is no
operating Cosa Nost:a apparatus in Miami.

Mr. Fascerr, Does that state of facts exist anywhere else?

r. Vinson. Las Vegas,

Mr. Fascerr. How about in California; is there any so-called “open
ar¢a’ in California?

%’[r. Vinson. Yes; I think the same situation exists in southern
California, There is no identifiable apparatus headquartered there.
Maybe it is because of the good weather, Mr. Chairman.

fr. Fascrir. How about Arizona, New Mexico, Texas, and areas
of that kind ?

Mr. Vinson. Arizona, we have identified some operations. The other
States you mentionec!, not as such. Most of the activity, once we get
out of the large urbaa areas of the North, the Midwest, and the East
arg largely large-scals gambling operations that are tied in nationally
to bther interests.

Mr. Fascern. In rvhe Crime Commission report—Mr. Edwards,
you have your finge: right on that page. Why don’t you ask the
question ¢ :

Mr. Epwarps. Wel, we were just looking at the Crime Commission
re[ilc])rt. I notice Florica is listed as one of the States in which organized
crime group members both reside and operate. I am looking at page
192 of the Crime Ccmimission report. Also Texas, Louisiana, }C)ali-
fornia, Nevada, Illinois, Missouri, Rhode Island, New Jersey, and
Colorado.

What is going on out in Colorado?

Mr. Vinson. There is an identifiable Cosa Nostra group in one part
of Colorado.

Mr. Epwarps. These are where the 24 Cosa Nostra families are
generally located, in these areas?

ﬁ(r. \;INSON. In the areas shaded on the map. However, the 24
families that are mertioned by the Crime Commission might be re-
duded to somewhere between 10 and 16, with the others as subgroups.

Mr. Epwarps. You placed about 80 percent of that in the general
aref of New York City?

Mr. Vinson., And Chicago, and northern New Jersey.

Mr. Epwarps. I have led a rather sheltered life growing up. I don’t
know too much about hookies and thissort of thing. But let’s take what
I agsume would be a ypical example. A small town, we will say, in
the South, where the local pool hall operator makes a little book on the
side. People drop by and get cards, and play the football pools, or
perhaps bet on races. ‘[his by and large, if I understand what you are
saying, would be something that the local police department ought to
concern itself with, and put these folks out of business.

You don’t, as part of your organization, dip that far down into this
sord of thing, do you?

Mr. Vixson. No, sir.
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Mr. Epwaros. My friends tell me that pool hall operator might
make a phone call to a larger city in the general area, where he lays
off his bets, or whatever he does—perhaps a regional headquarters of
sorts. Do you get into that phase of it?

Mr. Vinson. Yes, sir, we do. He does two things, actually. He does
one thing before the act, and one thing after the act, possibly, He will
get what 1s called the line, from some expert who will tell him that
the proper odds are three points, or what have you, or that the proper
odds on a horse are thus and so. And he pays for that service. And
the people furnishing him those services we are very interested in,
because we believe they are closely tied into organized crime.

Second, the man to whom he lays off we are interested in. We feel
that we should concern ourselves with what you might consider the

wholesaler. .

Mr. Epwarps. The wholesaler being in effect the regional headquar-
ters?

Mr. Vinson. You might think of it that way. It is not quite that
geographical.

Mr. Epwarps. Then is there also ultimately some central point, say
Chicago or New York, for example, where all of this comes to rest
at some point or another, where there is general supervision and
control ?

Mr. VinsoN. It is a little looser than that, we feel, Mr. Congressman.
We feel that there may be a dozen 1people who are loosely associated.

Mr. St GrrmaIN. Would the gentleman yield at that point?

Mr. Epwarps. Yes.

Mr. Sr GerMaIN, Well, in essence, aren’t the people themselves—
John Jones, who goes into the FOO] hall, for instance, on a weekly
basis, and plays the football pool, and on a Saturday will bet on half
a dozen races with the local bookie, who though he operates on a. small
scale—nonetheless it is the myriad of local bookies combining these
services whose funds are actually supporting the large-scale operation
and the large-scale control. Is that not g fact?

Mr. Vinson. No question about it.

Mr. St GermarN. The people themselves—it would seem to me they
feel it is an innocent little thing playing the football pool on a weekly
basis. But each of their $1 and $2 bills are going into that fund, that
eventually, when added up, is financing the operations and giving
these people the moneys they need to %uy the protection they are
getting,

Mr. Vixsow. That is correct.

Mr. St GermarN. If the gentleman would yield for just one more
point,

In the Boston area for the past 2 years—probably you people are
aware of this—the count now is up to about 32 of gangla.nc{, murders.

Mr, Vinson. I think it isin the 40%.

Mr. St GermaIN, To the best of my knowledge, T don’t think we
have had one conviction, have we?

Mr. Vinson. There have been convictions. But whether they have
been for murder, I am not sure.

Mr. St Germatw. Not on these mu rders, no.

Mr. Vinson. There have been a lot of people that we thought com-
mitted the murders that were in turn murdered.
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Mr. St GermaIN. So that this is really a dramatic example of how
rampant crime is, and how utterly brazen organized crime is—just
take lives one after another, over this period of 2 years now.

Mr. VinsoN. Those are largely Irish and Anglo-Saxon groups up
there.

Mr. Fascerr, T ar. sure that before we get through we will get
argund to everybody. -

Mr. St Germain. There has been no French at all,

Mr. Fascrru. Mr. Iidwards?

Myr. Epwarps. Let’s get back, if we may, to the overall operation
of your department. |

Vow, what special training do your lawyers have? You referred
frequently to the lawyers in your section who go to a city or do this,
do|that. Aside from their legal training, what particular training
do|they have that qualifies them for the operation in the field.

Mr, Vinson. Basically we use on-the-job training. We pair several
young lawyers with seyeral experienced lawyers. Perhaps Mr. Peter-
senn would want to address himself to that in detail.

Ir. Prrersen. First of all, I should say we are very selective in
whom we take. We are looking for people, not only who are very
bright, from the upper portion of their class in law school—so far
as the younger people are concerned.

When they come to us, we have manuals on organized crime, trial
of|Federal criminal cases, trial of Federal income tax cases they are
required to study and familiarize themselves with on their own time.

Then within the section we have two subgroups—one which deals
with labor matters, snd another which deals with gambling, liquor,
anid narcotics violations. Ordinarily we try to have them spend a
period of approximately 6 months familiarizing themselves with the
system in which we operate, the investigative agencies that do the
basic work, the statutes themselves, the legal problems involved.
Therefore they ary assigned to one of the senior attorneys, where
they work in the field on organized crime investigations as such. And
by that we mean the number of persons in that particular area who
hiave earned for themselves the right to be called organized criminals,
arid who have been identified by the intelligence gathered over a
pericd of years.

Tnitially, their first job in the field s to analyze the intelligence
infformation, to broaden their scope, to develop a greater knowledge
ofl the techniques employed, infiltration of legitimate businesses, pos-
sible legal consequerices, applications for FHA Joans or small busi-
ness loans, which are worthy examples of the type of thing we ask
them to look for.

We expect them t2 be able to work grand juries. and I think that
talkes a great deal cf aggressiveness in a very judicious fashion, to
probe in a grand jury investigation, to get the facts that are necessary.
We familiarize them with the immunity statutes, and the techniques
tHat are employed when people take the fifth amendment. Under the
lajw you cannot jus; cite them for contempt. If you don’t have an
immunity statute, you have to be content with failure to obtain testi-
mony. But there ars a number of immunity statutes throughout the
Tederal Establishmont, and generally speaking they ave in such di-
verse fields as ICC, FTC, Federal Communications Commission, The
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antitrust laws present a special problem, because that is an automatic
immunity provision.

All this time of course they are working under a senior attorney.

We have found that it is not quite possible to point out to a junior
lawyer just how to conduct an organized crime investigation, because
each presents a different set of facts. It is a very professional job, and
a great deal depends on the intuitive sense of the man, the expertise,
his professional ability, his ability to get along with Eeople, particu-
larly so in developing informants. Not all people have that ability. And
we have a few in the section who do it expertly. And, of course, we
make use of their talents, even in investigations in which they are not
immediately involved.

My, Epwanps. Keeping in mind that all of us think we are under-
paid, are you able to offer these men sufficient income to attract the
type of men that you think you need ?

Mr. Prrersen. In my judgment—I am not sure I can be objective—
this is a very difficult job. It is very demanding. It is demanding in
terms of time away from home, work in the field. It is frustrating in
terms of the investigations themselves.

The present salary structure provides that young lawyers come to
us as grade 9. A year after they are promoted to grade 11, provided
they are

1\(3[71'. Epwarps, What does that mean in terms of dollars?

Mr, Vingon. I think a 9 is $7,600—that may have been before the
last raise. Then they get about a $1,200 raise after a year.

Mr. Perersen. Generally speaking, they are in approximately thou-
sand-dollar increments. Again a year to grade 12. And from grade 12
the waiting period is 18 months—again assuming they merit pro-
motion.

We do have some difficulties at grade 14 and 15 because of the
Grovernment-wide restriction on promotion to upper levels.

And I think that is a difficulty, because if a young attorney develops
well, at the end of 3 years, which is generally about the time that it
takes for him to become reasonably expert, he is basically doing the
same work as those who are paid more. And, of course, the restrictions
on pay do present something of a problem.

r. Epwarps. What is your rate of turnover among these lawyers?

Mr. Perersen. I think it averages about 12 a year, sir. Now, of
that 12, I think that you will find—we will furnish the statistics to
you—I think you will find that approximately two or three of that 12
have gone out to U.S. attorneys’ offices, which is not a total loss to
us, because it is of real benefit to us to have a person experienced in
organized crime investigations working in San Francisco, where we
have one of the assistants that was formerly with us, and in many
other sections of the country.

So 1f you reduce that by those who have gone as U.S. attorneys, it
averages about nine a. year.

Mr. FasceLr. At this point, if the gentleman would yield, we would
like to put into the record the number of personnel ‘and the salary
classifications for your section ; also estimates of the total expenditures
of your section, and the categories of the expenditures.

Now, you have already submitted that to the committee in a memo-
randum, I believe, and we will take that submission and insert it in
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the record at this point. And if you would care to comment on any

of that right now, you may.

i (The information referred to follows:)

DEPARTMENT OF JUSTICE,
March 20, 1967.

Memorandum to : Mr. Gerald Shur.

From : James W. Muskeit, staff assistant, Criminal Division.

Subject: Division appropriations and average number of division assignments.

The following sums a1 d averages are based upon the best information available:

Division Average Average Average
Fiscel year appropri- number of number of | remainder,
ation division 0.C. division
attorneys attorneys

196 $83, 717, 500 168 66 102
967 1158 158 1100
140 43 02
140 54 86
153 63 90
149 60 89
137 52 85
112 37 75
99 17 82
92 13 70
87 13 74
, 89 4 85
1,336, 985 94 2 92

{| Projected.

However, the unit wss formed on June 80, 1954, Our records reflect from that
time to May 14, 1954, only three or four attorneys were assigned. On May 14,
1957, seven additional sttorneys were assigned and the section then really started
to,operate.

'Mr. Vinson. Wel,, we have a letter that hopefully will be delivered
to you this afternocn. We received a request from Congressman Ed-
wards—I think it got to my desk on Monday. It will show that so far
in this fiscal year, waich has a little more than 2 months to go, we have
Igst nine attorneys ‘n the Organized Crime Section. The reasons for
their departure—we liad one death—we had five leave to go into pri-
vate practice—two vent to the military service, and one left to go to the
office of a U.S. attorr ey as an assistant U.S. attorney.

Mr. GarracuEer. What is the normal length of stay of the attorneys?
Mr. Vinson. I don’t have that at my fingertips. I would be glad to
work that up for you.

Mr.9 GarLaeuer. Would you guess? Is it 2 years, 3 years, 1 year, 4
pars? ‘

Y Mr. Vinson. I would say in the Organized Crime Section we have
good cadre of probably one-third career people, which would raise
the average substan-ially. Of those who leave, who are not career ori-
nted, I think 3 years would be in the ball park.

Mr. PererseN. We try to get a 3- to 5-year commitment from the
new people who come to us.

Mr. Gatpacuer. This is one of the things I have some reservation
h. For every one that you might train to go into the U.S. attorney’s
flice, you have five that go into private practice, and therefore could

@

]

Q9

uhdo your techniques—1like some internal revenue attorneys when they
represent violators vhen they leave the service.

Mr. Prrersen. That is a mixed blessing I suI{po_se. On the other
hiand—there is a plus side. We have one at the University of Notre
Dame, where the professors have organized an organized crime semi-
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nar. We have another one going to the University of Pennsylvania, and
a promise from him he will organize an organized crime seminar.

lI have just been informed recently—though the person who did it
is not a member of the Organized Crime Section—that the University
of Southern California, has modified its criminal law course, and they
will devote the first 2 weeks to criminal law, and the remainder of the
course is devoted exclusively to organized crime.

So we do get some benefit from some of the people who leave us.

Mr. GarvagHER. If they become exclusive to organized crime, aren’t
we somehow then neglecting in the law schools the real problems of dis-
organized crime, which seems to present a far greater problem to
people today who walk the streets, fear resulting from the whole
spectrum of street violence and the breakdown of law and order in
our fast growing society %

Mr. Perersen, I did not mean to leave the impression they were
totally organized crime courses. One is simply a seminar, which supple-
ments the regular course on criminal law.

Mr. Vinson. If I might have one word.

Very few of these people leave us and go into criminal defense work.
I would say that the substantial percentage of them leave to go into
civil trial work.

There is also another factor.

We lose people to U.S. attorney’s offices. And as Mr. Petersen says,
we are delighted to lose them to U.S. attorney’s offices. We also get
recruits from U.S. attorney’s offices.

Mr. FasceLr, Isn’t the $64 question whether or not any of your
trained recruits have defected to organized crime ?

Mr. Vinson. There has been no such instance, Mr. Chairman, I am
happy to report.

Mr. FasceLL. Mr. Edwards?

Mr. Epwarps. While we are on this general subjeet, what about your
relationship with the U.S. attorney’s offices generally ? T assume from
what you have said that where you have a member of your Section
who goes into a U.S. attorney’s office, your relationship is pretty good
you seem to be happy with that situation.

h'DOZ you have situations where you are not happy with the relation-
ship?

Mr. Vinson. No, sir. Generally speaking—we might have an inci-
dent, a problem developing once a year or so. But generally speaking, it
is a very good relationship.

Mr. Epwaros. Do you find generally the U.S. attorney is really com-
petent to handle the matters that come out of your section ?

Mr. Vinson. Yes, sir. And we actually—many of the cases we de-
velop our people try in court—a substantial number of them we don’t
try, we pass them on to the U.S. attorney’s office, and devote ourselves
elsewhere.

Mr. Epwarps. But you feel that if you should come into a situation
where there is a U.S. attorney who perhaps would be weak in this field,
that you would certainly have one of your men there to see that the case
was not lost for want of a horse, or something like that ¢

Mr. Vinsox. Yes, sir. You will find that most U.S. attorneys are
very interested in this area. On occasion it happens that they are not.
Or perhaps just by temperament they are not aggressive. And we sup-
plement in such situations.

?
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Mr. Epwarps. If somebody up on high said to you—what one thing,
if you only had one choice, would you choose as the best weapon to
stop organized crime—what would you choose ?

Mr. Vinsox. I world go back, I think, to Congressman St Ger-
main’s comments—diligent, conscientious, effective local and State law
enforcement.

r. Epwarps. Of course, there you are dealing with human beings.
T am talking about something that either this Congress or——

Ir. Vinson. Well, there 1s a bill before this Congress now, the
Crime Control Act of 1967, which would

Mr. Epwarps. Safe streets bill?

Mr. Vingon. Yes, sit—which would enable the Federal Govern-
meit, I think, to male, a significant contribution to State and local
law|enforcement. i

Mr. GarvacrEr. Would the gentleman yield ?

Some time ago, when I was a practicing lawyer, and this question
came up, I threw out ¢, little suggestion which is rather simple. But if
we stopped publishing the results of races, we could reduce a great
deal of illegal gambling and thus greatly reduce illegal income to the
syndicates you describe. If you did away with off-track publishing of
resylts on a regular baisis, it might help solve the problem. What do
you think of that?

Ir. Vinson. Well-—

[r. Garracuee. I know of a newspaper that has a very wide cir-
culation. It is not beciuse they like to read speeches of people down
here in Washington. 1t is because that is where the local number gets
published.

This sort of thing, t would seem to me—if we had some sort of a
contentrated effort to reduce the publication of this sort of thing.
Horse betting—sinece nost of this 1s, as you-say in your statement, a
result of gambling. Of course, this gets into all sorts of other areas.
But it would be a simple way for cutting into the results, and without
proper and verifiable esults there would be no effective coordination
b}etwi)een the fellow who places the bet and the person who accepts
the bet. :

Mr. Vinson. I have a feeling that word would trickle down.

Mr. Garvacezr. Well, it might trickle down. But if you had to wait
until somebody came from a track where a legal bet was placed, it
would certainly cut into the vast organized operation that you
deséribe. 3

Mr. Epwarps. Wou d you have o first amendment problem?

r. GarvacuER. Perhaps we would have a first amendment prob-
lem, but it is a lot betier than putting a match to the whole Constitu-
tiorl because there is organized gambling in this country.

Mr. Fascern. Mr. Vinson, it has been suggested by many people that
if you legalize gambling, for example, this would have a tremendous
inflience in reducing :he effects of organized crime. Have you found
that true in Nevada and New Hampshire?

Mr. Vinson. Well, I think probably the closest analogy would be
the|British experiment.' And I have read that those in a position to
know in England feel that legalized gambling has, if anything, in-
creased the amount of . llegal gambling in England.

i
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Mr. Fascerr, In other words, it is your considered opinion that
legalized gambling, either on a State basis or national basis, is not
the effective way to deal with organized crime?

Mr. Vinson. That is correct, sir.

Mr. Fasceir, What is the jurisdiction of the Federal Government
with respect to corruption at the State or local level ?

Mr. Vinson. Well, we have a number of jurisdictional handles; I
suppose income tax is one. That, however, when we are dealing with
small amounts of money for an individual, is not particularly effec-
tive. We then have the Interstate Transportation in Aid of Racketeer-
ing Act, which is probably the most useful tool, If in the process of
violating a State law the channels and facilities of interstate commerce
are used, we have jurisdiction. :

Mr. Fascrrr. In the organized crime that exists in this country, do
you find any substantial control or operation with respect to prosti-
tution rings, or homosexual rings?

Mr. Vinsow. Certainly organized—we think not organized by the
hardeore people that we are most interested in. Iixcept in very lim-
ited areas, they do not really engage in the large-scale prostitution
activities any more,

The homosexual rings, we know of no connection with Cosa Nostra,
for instance, in that. But it was, I think—the indictments that were re-
turned within the past year that you are referring to indicated a na-
tional conspiracy probably made up of as many as 40 or 50 people
who travel throughout the country extorting money from homosexnals.

Mr. Fascrrr. How about the interstate transmission, so to speak, of
adults, male or female, for immoral purposes, in a kind of a national
ring. Is there any evidence of that ?

Mr. Vinsow. No,sir. :

Mr. Fascrrr, Briefly, to what principal factors do you attribute the
success of organized.crime in the United States ?

Mr. Vinson. Well, I would have to list gambling, which in turn
means money, which in turn means entrenched power.

Second, public apathy. :

Third, the failure of State and local law enforcement, and our
inability to fill that void. As we discussed last week—New York City
has more policemen, for instance, than we have investigators in the
whole Federal Establishment. We just cannot police every place.

Mr. Fascerr. I notice you have emphasized public apathy several
times in your testimony. »

There are those who believe and have alleged that strongly stimu-
lating public interest in the problem would be a hindrance to effective
law enforcement rather than a help. This is on the thesis that an overall
stimulated population would clog the whole law-enforcement machin-
ery with all kinds of minor crimes, and local problems.

Tor example, some have discussed a suggestion box type of opera-
tion: if you have any ideas, drop in here, and we will drop it over to
the Organized Crime Section. The theor goes that if you stimulated
public interest and activity in this kind oiy thing—which would amount
to house-to-house informants, for example, and vigilante committees—
that you would clog the whole law-enforcement machinery to the point
where it could not do anything.

What is your comment on this kind of idea ?
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Mr. Vinsox. I would agree with you in part—that certainly we do
not need any committees o public safety, vigilante operations. That is
contrary to our history and philosophy. Public protection is Govern-
ment’s business.

T think an informed public, a public that is aware of the problem is
what I mean.

You do have the prcblem—and again it gets back to what Congress-
mah St Germain said —about the 25 percent arrest rates. QOur courts
are clogged. If the police were to waive a magic wand and double their
arrest rate, our court system could well collapse. This is a challenge
that I would love to be faced with. We have resources in this country
that we can devote to our institutions of criminal justice, and that we
should devote to them.

Mr. Fascern. Well, I agree with you.

You donot doubt that the court system could meet the challenge, and
T aln sure that the Coagress could, and also the State legislatures.

T think then what e are really saying is that the manner in which
you would inform the public of the seriousness and the nature of the
entire organized erim: problem must be judicious?

Mr. Vinson. Yes, sir. I feel that somehow law enforcement has
failed in part in its inission to inform the public, because there are
people, and many pf;ople, who do not believe that there is a Cosa
Nostra, for instance. “Yes, Virginia, there is a Cosa Nostra.” But
so%e people—sometimes they do not like to recognize ugly things.
Mr. FasceLr, Well, of course, whether the label exists or not is
relly immaterial. The fact is that you do have organized crime.
:}VII'. Vinson. Definitely.
Ir. Fasceir. That is the fact.
o what extent ars organized crime operations increasing or de-
creasing ¢

Mr. Vinson. I have no way really to gage that except intuitively.
I don’t believe they are increasing. I believe that in the past € years,
inroads have been made. I believe that—

Mr. FasceLL. You mean by convictions or other actions?

Mr. Vixson. And investigative activities. I think they have been
fotced out of some heretofore profitable lines of endeavor and gotten
info others. I think tte infiltration of legitimate business—bankruptey
frauds were a thing that we knew very little about, heard very little
abput, until the last 4 years, for instance. Bankruptey frauds in many
{)&jrts of the country were moved into by organized groups—particu-

arly true in New York, Philadelphia, and Chicago areas.

Mr. Fascrr. You said earlier that you were asking for 11 addi-
tional attorneys, is tt.at correct?

Mr. ViNsoN. Yes, 3if.

Mr. Fascenr. Would doubling the size of your staff, or some sub-
stantial increase beyond what you have asked for, have any justifiable
results with respect to your Section? Mr. Petersen?

Mr. Vinson. That is conceivable. I think you would reach a point
of] diminishing retwins. And I think the answer to that question is
somewhat related to whether the Safe Streets and Crime Control Act
odts out of Congress. That will make funds available for State and
Jobal communities to undertake intelligence operations, strategic intel-
ligence operations, aad to set up organized crime units. If that mate-
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rialized, I would certainly seek additional attorneys in order to handle
that proposition.

Mr. Fasceur, Legislation aside, what resources at the Federal level,
in the way of manpower or relationship or structure or funds would
be needed to make your operation more etfective ?

Mr. Vinson. In my closing remarks last week, I indicated that while
we are sort of the focus and the coordinator, the work, the hard work—
and this is hard work—these investigations often take 2 years from
start to completion. It is investigative agencies that really commit
substantial resources in terms of manpower, which is money, into this
area. I am not prepared to speak for the various investi%ative agencies
in this regard. However, it is at that level that I would commit my
resources-—and of course obviously if there is more investigative ac-
tivity, we need more lasvyers, too.

Mr. Fascern. What is the principal problem that the Depart-
ment of Justice or the Organized Crime Section faces in effectively
dealing with organized crime? Or in more effectively dealing with it?

Mr. Vinson. Evidentiary problems, basically.

We have difficulty. We have many people who will talk to us.
Informants will talk to the Bureau, or to us, or to IRS. They will not
testify. They won’t put their neck on the line publicly.

We try to cope with this in a number of ways. Where we do have
a willing witness, we furnish protection to the best of our abilities.
We relocate them in other parts of the country, or sometimes outside
the country, and establish new identities for them. Tt is always an
ad hoc proposition. Who is going to protect them? How do we get
them & job someplace else, where they cannot have references, where
you cannot make inquiries at home base? And within the last year we
have started working toward a more permanent solution to this sort
of problem. We are exploring now with the Department of Defense
setting up facilities in about four parts of the country where we can
put these people, pending trial, during trial, and where we can put
assistant U.S. attorneys whose lives or whose families have been
threatened.

Myr. Fascerr. In other words, put them in a security installation
without putting them in jail ¢

Mz, Vixsow. Correct.

We have also instituted negotiations with both the Civil Service
Commission and with the President’s Business Advisory Council, to
render us assistance in finding jobs for cooperative witnesses who must,
because of threats to their safety, be relocated in another part of the
country.

Mr. Epwarps. Concerning your Department, is it true that there
are one or more vacancies in top posts in the Justice Department?

Mr, Vinson. We now have three vacancies in top positions.

Mr. Epwarps. What are these positions?

Mr. Vinson. Deputy Attorney (Ijreneml, and two Assistant Deputies.
fﬂ%\/{&:2 Epwarps. Do you happen to know ofthand when those will be

ed ?

Mr. Vinsow. I would hope soon. They were not filled becanse all
three of those jobs have a very personal relationship with the Attor-
ney General. Mr. Clark was appointed Attorney General just a month
ago.
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Mr. Epwarps. Arer’t they, in your opinion, very essential to an
effective job by the Justice Department?

Mr. Vinson. They ¢re very important jobs; yes, sir.

Mr. Epwarps. One more question. We have not really gotten in
at all, into the question of wiretapping and bugging. Now, there is a
great debate going on as to whether this is good or bad, if it is good
to what extent it shotld be used, whether you need a court order to
set up such a system.

oes the Justice Department have a position that it feels is essential
to detecting organized crime, and convicting criminals that are
brought in? :

Mr. Vinson. We have a position that has been made very clear with
respect to wiretapping; and eavesdropping. The President has intro-
duced a bill, the Right to Privacy Act of 1967, which would in effect
ban!all wiretapping, and to the extent possible for the Federal Gov-
erninent would prohibit other illegal forms of eavesdropping, with
onejexception, and that is the national security, and then only with
the ritten consent of the Attorney General.

Mr. Epwarps. Under this, then, you would not have available to you
Wir‘éptapping or eavesdopping equipment in detecting or carrying out
surveillance in all kincls'of erime investigations; is that correct?

r. Vinson. That is correct. And, of course, we have not-—such
evidence has always teen inadmissible, and in that sense it has not
be% available to us in the past.

ir. Fascrirn. I proriised the Assistant Attorney General we would
excyse him at 11:45. He has an appointment with the Attorney General.

We will probably be submitting some more written interrogatories,
and if you will at your earliest convenience supply us with the infor-
mation for the record, we would appreciate it. We undoubtedly will
think of a hundred other questions and matters we need to ask you
aboyt. And we will be i:1 touch with you about that.

I swant to thank both you and Mr. Petersen for making time avail-
able for us. ‘

o With that, the subcommittee will adjourn, subject to the call of the
hair,

Mpr. Vinsow. Thank you, Mr. Chairman. We will be available for
any (help you need.

Mr. Fasczgrr. Thank you.

(Whereupon, at 11:45 a.m., the subcommittee was adjourned, to
recopvene subject to the call of the Chair.)

|
|
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THE FEDERAL EFFORT AGAINST ORGANIZED
- CRIME

TUESDAY, MAY 16, 1967

House or REPRESENTATIVES,
Lraar, sND MONETARY ATFAIRS SUBCOMMITTEE
or THE COMMITTEE ON (FOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to notice at 10 a.m., in room 2247,
Rayburn Office Building, Hon. Dante B. Fascell (chairman of the
subcommittee) presiding.

Present : Representatives Dante B. Fascell, Cornelius E. Gallagher,
Fernand J. St Germain, Jack Edwards, and Guy Vander Jagt.

Also present: M. Joseph Matan, staff administrator ; Charles Roth-
enberg, counsel ; and Millicent Y. Myers, clerk.

Mr. Fascerr, The subcomunittee will come to order.

Today we resume the Legal and Monetary Affairs Subcommittee
examination of the Federal efforts and capabilities in coping with the
menace of organized crime.

This subcommittee is charged with examining and evaluating the
efliciency and economy of operations of many of the agencies of the
Government which are involved in the Federal effort against or-
ganized crime. Today we shall Inquire into the antiorganized crime
operations of the Infernal Revenue Service, and particularly the In-
telligence, and Alcohol and Tobacco Tax Divisions,

Also recently we have had indications that organized crime has
found a new source of easy money in the counterfeiting of prescrip-
tion drugs and medicines, At least so says Margaret Craig in her new
book “Black Market Medicine.” According to her, organized crime
syndicates are making huge profits from the manufacture and sale
of fake copies of many pills and medicines commonly prescribed for
the ills of humanity—and in addition to being an easy source of ill-
gotten gain, it dangerously affects the lives of men, women, and chil-

ren, and the subcommittee is interested in pursuing that course of
inquiry.

The basic purpose of the subcommittee’s study is to determine the
full magnitude of the syndicated crime problem and what the Fed-
eral Government is doing to combat organized crime. The Internal
Revenue Service is primarily a tax collecting agency; however, some
of the most successful efforts against organized crime have arisen
through the Internal Revenue Service’s investigations which were
commenced in aid of its tax collection.

I am pleased to welcome here today from the Internal Revenue
Service, Elr. William A. Kolar, Director of the Intelligence Division,
and Mr. Harold A. Serr, Director of the Alcohol and Tobacco Tax

59
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Diyision, from whor1 we expect to ascertain how the existence of

or%:,u_lized crime affecis the operations of the Internal Revenue Service;

holv it moves against or%anized crime figures, what success it has had ;

and its relationship to the other agencies of the Federal Government

and to State and local governments that are fighting organized crime.
want to put this note of caution again on the records.

We are not interested in open session of inquiring into any of the
proposed or active cperations of iour respective units on on-going
cases. I a question stould arise with respect to that matter, I will con-
sider going into executive session, and receive the full testimony, on
any on-going investigation.

Now, enﬁemen, exch of you has prepared statements. Mr. Kolar,
wéT would be very glad to hear from you.

ST]!ATEMENT OF WIILIAM A. KOLAR, DIRECTOR OF THE INTELLI-
GENCE DIVISION, INTERNAL REVENUE SERVICE, ACCOMPANIED
BY THOMAS B. ( ARNEY, EXECUTIVE ASSISTANT, 0FFICE OF
THE DIRECTOR

Mr. Korar. Thanlk: you.

Mr. Chairman, M. Edwards, it is a pleasure to be here today in
copnection with your consideration of the important problem of
origanized crime in this country.

[First, it may be halpful to define the functions of the Intelligence
Division. The official mission of the Division is as follows:

"To encourage and achieve the highest possible de%ree of voluntary
compliance with the internal revenue laws by: enforcement of the
criminal statutes aplicable to income, estate, gift, employment, and
cortain excise tax 1avss through the investigation of suspected criminal
viblations of such la'ws and the recommendation of prosecution (when
warranted) ; development of information concerning the extent of
cximinal violations of all Federal tax laws (except those relating to
alcohol, tobacco, nazcotics, and firearms) ; and measurement of the
offectiveness of the i:1vestigation and prosecution processes.

The Intelligence Division has always been vitally concerned with
identifying and investigating the tax affairs of top racketeers, gang-
sters, and other individuals engaged in illegal activities. An extra
degree of investigative emphasis has always been given to returns
filed by such major racketeers, on the assumption that they are
niotivated by profit and have no more respect for our tax laws than
tHose which they viclate to derive their ill-gotten gain.

The Tntelligence Division presently has approximately 1,700 special
apents located at various posts of duty throughout the United States.
The frontline investigators operate at the district level as an integral
part of 58 separate district offices. A chief, Intelligence Division,
directly responsible to the District Director, is in charge of each
district office. At eaca of the seven regional offices, an assistant regional
L mmissioner (intelligence), who is directly responsible to the regional
smmissioner, provides functional supervision to the district offices
ithin the region. While day-to-day supervision of all these field
htivities is exercised by officials in either district or regional offices,
eneral control is maintained by the Director, Intelligence Division,
t Washington, D.J., through program and procedural guidance,
isitations and reporting requirements. The Director, Intelligence
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Division, in turn, reports to the Assistant Commissioner (Compliance)
who is directly responsible to the Commissioner and the Deputy
Commissioner of Internal Revenue.

The Intelligence Division assigns top priority to organized crime
drive investigations and at the inception of the organized crime drive
in 1961 a separate group was established in the national office to co-
ordinate such cases on a nationwide basis. In addition, a new position
of regional coordinator was established in each regional office to
coordinate organized crime drive activities within the region, with
other regions and with the national office. The selection of personnel
for assignment to organized crime drive duties is approached with
deliberation and only qualified personnel, experienced in racketeer
work, are assigned to such duties. Throughout, an investigation there
is coordination at the field level with attorneys from the Organized
Crime and Racketeering Section of the Department of Justice. Every
effort is made to assign all needed manpower to these cases so that
these investigations can be promptly and effectively completed.

During the period from the inception of the organized crime drive
in February 1961 to March 31, 1967, the Intelligence Division con-
ducted over 5,000 investigations relating to organized crime. This
number represents income tax evasion and wagering tax violations.
During the period involved, approximately 20 percent of Intelligence
Division’s manpower was devoted to organized crime drive investiga-
tions. Our efforts have resulted in 2,198 convictions and 1,338 cases
are now pending prosecution. In addition to imprisonment, the courts
have imposed fines totaling more than $3 million. As a result of the
tax investigations, we have recommended assessment of over $295
million in taxes and penalties. These figures include both income tax
and wagering tax violations.

Mr. Fasorrr, Mr. Kolar, you have submitted a statistical table on
organized crime for the fiscal years 1961 to 1966 inclusive, showing the
total projects and also the dollar amounts through June 80, 1966,
$274,256,357. Reconciling that against the figure you have here of
$295 million—this is for a later date, is that right?

Mr. Kovar. Yes, sir.

Mr. Fascerr. Without objection, we will insert the table in the
record at this point.

(The table referred to follows:)

OrGANIZED CRIME DRIVE STATUS Reporr, Fiscar YEars 1961 To 1966, IncLusive

Assignments
Projects
National Satellite
Fiscal year . ollice designa- Total
National | Regional | numbers tion
office

June 3091061 ... TTE 62 118 180
June 30,31862.___________ TTTTTTTTTTTOTTTTh T 18 2066 599 883
June 30,31963_.__ 1 12 109 635 757
June 30,81064. . _ 3 19 95 976 1,093
June 30,§1965 10 11 132 1,083 1,236
June 30, 1966 10 10 81 876 977
Total e 24 70 745 4,287 5,126
Cancellations 16 11 251 1,697 1,975
Assignments open_ ... ... 8 59 494 2, 590 3,151

78-508—67—pt, 1——3
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Status

June 30, | June 30, Jumf‘a‘d, Jine 30, | June 30, | June 30, | Total”
1961 | 1962 1064 | 1965 |

Prosecution completed:

Convietions. ... memeem 2 76 242 505 518 | 577 1,900
Dismissals or acquittals 0 11 58 124 128 133 . 454

++ Projects completed.___. 0 0 i 1 8 1 11
Pending prosecutions.._. . 25 364 231 168 192 244 . 1,224
Additional active investigatims. 151 373 38 48 91 (137) 564
Closed, nonproseeution. . omee oo —oa- 2 591 . 187 . 247 209 179 473
L 1 7 180 883 787 1,008 1,236 977 5,126

Related cases. . ooeemceerece g 0 216 347 278 426 166 1,342

- Additional iax and penalties, fines imposed

: - Fines im- Additional
Fiscal year ended posed tax and
' penalties

June 30, 1961 $4, 418, 823

fune 30, 1962 29, 512, 400
June 30, 1963.... 37, 388, 363
fune 30, 1064 55,028, 771
June 30, 1965. 77,843, 000
June 30, 1966 . 60, 065, 000

Total . : 2, 664, 156 274, 256, 357

Mr. Korar. May I explain these figures? . ,

There has been 1o uniformity, to my knowledge, of keeping figures
between the Department of Justice and the Internal Revenue Service.
In 1961, in addition to working on the names submitted by the De-
partment of Justice as organized crime figures, the Revenue Service
created its own definition, and principally it included people operat-
ing in a continuots fashion to violate the laws in a manner deemed
defrimental to the community in which they resided.

Tt scems to me, in trying to reconcile figures—while doing a little
homework for thi3 appearance—that our figures are not consistent
with those of the Department of Justice. A _

We did include in our figures—in fact, in the figures I cite here, I
would say that 80 percent of these convictions are wagering-type vio-
lations. In other words, what I am trying to say, sir, is that we were
more liberal in designating an individual as being involved in orga-
nized erime than it appears that the Department of Justice was.

" However, withia the past year, we have instituted a system under
which we do not cesignate an individual as an organized crime drive
subject until we hive the concurrence of the Assistant Attorney Gen-
eral in writing ard stating that he agrees that this is an organized
crime drive subject. The purpose, of course, is to keep the organiza-
tions concentrating on the same individuals, to keep the statistics in
line. And secondl—Tlet’s say, to assure the citizenry, that when the;
become the subject of an organized crime drive investigation, it is wit
the full concurren:e of the Department of Justice, who has the respon-
sibility for administering the organized crime drive.

So I would say from now on our figures will be totally consistent
over the years. ,

Mr. Fascerrn. Mr Kolar, I think that is a very important point,
simply from the s;andpoint of personnel, and the effectiveness of your
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drive—if you have a more liberal interpretation, you bring people
across the line, so to speak. :

Mr. Korar. Yes, sir, We are not precluded from investigating those
people, We make wagering investigations that are no longer called
organized crime drive investigations. . : :

‘rankly, the term organized crime drive is more administrative
within the organization to allot people and funds. So we are not pre-
cluded from going it just because we do not designate it as an orga-
nized crime drive case. , :

Mr. St Germain. If I may make an observation at this point. I go
back to the testimony given to us by Mr. Vinson of the Organized
Crime Section. In it, he testified that other agencies were cooperating
with the Department of Justice. But T personally got the impression
from his testimony that it was more or less—1I used the word, I think
“shotgun approach.” And I am wondering if this does not confirm my
opinion that there is not the coordination, possibly, that there should
be. And T.am wondering if the witness might not care to comment on
that. The coordination amongst the various agencies—the FBI, Jus-
tice, Treasury, Immigration, and Customs—that there should be—the
strong coordination. o . v

Mr. Fascern. We are interested in that. Suppose we let Mr, Kolar
finish his statement, then we will go back and let him answer Mr. St
Germain’s question, in which we are all interested.

My, Kovsr. Thank you. .

As a result of Intelligence Division efforts in-the organized crime
drive, the Government has been instrumental in bringing to justice
some of the most notorious underworld figures in the country,

Insofar as the coordination of our activities with those of other Fed-
eral investigato?r agencies is concerned, the Criminal Division of the
Department of Justice has acted as a focal point through which per-
tinent information disclosed during investigations by tl%e other agen-
cies has been disseminated to our investigators. To the extent per-
mitted by statutory restrictions, information disclosed during our in-
vestigations which concerns crimes not under our jurisdiction, has
been forwarded to the Department of Justice. In this regard, our field
offices in all of our operating divisions are required to report to the
national office of the Intelligence Division any indications of such
crimes that come to their atiention.

The disclosure prohibitions of the Internal Revenue Code have, to
some degree, handicapped our exchange of information with other
agencies; however, those agencies are aware of the necessity for plac-
ing restrictions on information divulged in income tax returns and
have not to our knowledge interpreted the restrictions as a lack of co-
operation on our part. ‘

We have found the coordination rendered by the Criminal Division
of the Department of Justice to be extremely beneficial and frequently
successful prosecutions of organized crime figures for crimes not under
our jurisdiction are based on evidence which we helped to develop.

Intelligence Division officials, over the past 16 years, have estab-
lished and cultivated important relationships with State and local
enforcement organizations. The value of these relationships can best
be demonstrated by the following remarks by Chief Judge W. H.
Timbers, U.S. District Court, District of Connecticut, in passing
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I
sentence on several individuals convicted of violating the Federal
wagering tax laws:

i During the past 2 months, T have been preoccupied with the trial and disposi-
tion of some 49 Federal gambling tax cases. The evidence and other information
which has been brougat by officials to the court’s attention in these cases has
resulted in certain deinite impressions. First, I have been impressed with the
elfﬁtmordinary skillful, fearless, and effective work of the law enforcement and
nvestigative agencies which have devoted long hours over many months to the
ifficalt task of obtaining the evidence and presenting it in court. This includes
1e U.8. attorney and ais staff, the Intelligence Division of the Internal Revenue
ervice and the Conn:cticut State Police. The undercover work, in particular,
disclosed in these cas:s has been most impressive. These men, in the perform-
Ance of their duties, have acted without fear or favor. Many of these men are
married and have children. Their conduct in this dangerous sector of organized
¢rime, where their lives often are in jeopardy, merits the highest praise of the
ourt and the everlasting appreciation of a grateful publie.

Secondly, I have been impressed with the highly commendable and eifective
ooperation between the participating Federal and State law enforcement agen-
cies, specifically the Intelligence Division of the Internal Revenue Service and
the Connecticut State Police. This is precisely the type of cooperation which the
public demands and dserves. .
Cooperation is, of course, also maintained and even to a closer degree
with other Treasu:y law enforcement segments. This is particularly
true between the I'itelligence and the Alcohol and Tobacco Tax Divi-
sions. These Divisions frequently conduct joint investigations and ex-
change personnel when expertise is required in a particular field.
! Oriminal syndicates in this country make tremendous profits due
primarily to the asility of such gangs to secure monopolies in the il-
legal operations i1 which they are engaged. These monopolies are
types that provids continuing financial profit. They are established
ithrough the use of terror and corruption to accomplish their purposes.
It is found most frequently in the vice violations such as gambling,
inarcotics, and shylocking. These all have characteristics which make
Ithem particularly suitable to the monopolistic approach of syndicates
tand very often are not frowned upon by the general public. The profits
iare large and cont nuous. The geographical location or “territory” can
i be easily defined, 1ssigned, and controlled. The laws involved are fre-
| quently unpepular, There is usually a principal in the background who
ishares in the pro:its but who does not apparently participate in the
‘ frontline operation. The principal or his top lieutenants may arrange
| for the corruptior of pub{ic officials which is essential for the existence
| of extensive, continuing and profitable vice operations, and for the
! elimination of competitors who attempt to intrude into profitable il-
¢ legal ventures. -
; i Organized cririinal gangs operating in interstate commerce are
j ! firmly entrenched in our large cities in the operation of many different
‘ . gambling enterprises such as bookmaking and policy, as well as in
| other rackets such as the sale and distribution of narcotics, shylock-
| ing, and prostitution. Gambling profits are the principal support of
i big-time racketesring and gangsterism. These profits provide the
| financial resources whereby ordinary criminals are converted into big-
|

L e N e

time racketeers, political bosses, pseudo-businessmen and philanthro-
']pists.. ‘

It is generally agreed that the flow of money to bookmakers taking
bets on horseracing and sporting events and wagers placed in lottery
operations totals billions of dollars annually. From its huge gambling

|
i
i
!
i
i
i
|
]
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profits, o»r%anized crime is able to finance other illicit activities. The
gambling business in this Nation involves a socioeconomic problem of
great magnitude. Gambling, the financial support of organized crime,
has the potential to destroy our democratic way of life if we do not
control it, and contributes to the poverty which exists in many parts
of the country. Certainly we are all conscious that racketeering has
often subverted local governments and destroyed their integrity. It
is reaching further into legitimate businesses every day, and when it
reaches into legitimate business, integrity goes out the window. Orga-
nized erime touches many citizens of this Nation and ferreting out
and prosecuting its leaders is a formidable challenge to Fegeral,
State, and local enforcement oflicials throughout our country. A basic
must in combating organized crime is more stringent enforcement
of gambling laws at the local and State levels. Theése governments
have the laws and machinery to curb and control gambling. If the
gambling profits which finance most, if not all, organized crime activi-
ties, were eliminated or materially rveduced, mobsters would have
difficulty financing their other nefarious enterprises such as loanshark-
ing, prostitution, and so forth. It would also substantially reduce the
extent «f corruption of public officials, for without huge gambling
pi%(’fi“% there ‘would be little incentive to corrupt police and public
officiais,

One of the most significant steps taken by State and local enforce-
ment organizations in recent years to combat organized crime is the
creation of departmental intelligence units. Presently, there are ap-
proximately 150 police departments in the country that have formed
such units. The primary functions of these units are gathering and
exchanging information concerning the top echelons of organized
crime. They have proven that a police organization so constituted
can accurately collect and disseminate relevant information essential
to the prosecution of those engaged in organized crime.

The Federal Government, together with local and State govern-
ments, has the responsibility of making the public aware of the nature
and extent of organized crime, All too often, the general public evi-
dences an apathy toward gambling and corruption of local officials.
The public evidently fails to recognize that a breakdown in one area of
enforcement encourages breakdowns in others. The public has to be
aroused to the fact that the tentacles of organized crime reach into
virtually every community throughout the country. The public has
to be sold on the idea that stamping out organized crime is in the
first instance a local enforcement obligation which depends on its own
attitude toward appointed and elected officials and what it expects of
them in administering and enforcing the laws.

In closing, I would again like to thank you for the opportunity of
being invited here today and for your courtesy in permitting me to
present my statement. The task of combating crime in the United
States is complex and defies imagination, If T may quote from the
recent report of the President’s Crime Commission :

Cclmtrouing crime in America is an endeavor that will be slow and hard and
costly.

As stated in that same report, over 60 percent of the convictions
gecured between 1961 and July 1963, resulted from tax investigations
conducted by the Internal Revenue Service, We are proud to have
played a significant role in this very real challenge. I can safely speak
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for| everyone in the Iaternal Revenue Service in assuring your com-
mittee of our continuing dedication to this cause and hope that we
wﬂjt be able to contribute even more in the future than we have in the
past. o T T
Mr. Fascern., Thark you, Mr. Kolar.
Myr. Korar. Thank you, sir. ‘ : o
Mr. Fasceur. I thitk I must be one of many who have the layman’s
opinion that if we cid not have the Internal Revenue Service, the
Intelligence Division, and other units, that we probably would not
have any effective weapon against organized crime in this country.
T think your assumption that organized criminals derive their incomes
from illegal sources and that they cheat on their income tax returns
is ja pretty good one. The fact that you have 60 percent of the orga-
niged crime convicticns would seem to bear that out adequately.
Mr. Kovrar. Thank you, sir. :
Mr. Fascrrrn, I might as well add at that point, that it is probably
a jgreat bargain for the American taxpayer to have the Internal
Revenue Service arcand. Except on April 15, ’
IMr. Kovar. It is tough on e, too, sir. :
{Mr. FASCELL. Woald you like to direct yourself to questions? You
could start with the question that Mr. St Germain asked. '
'Mr. Korar. I think that this business of coordination—well, there
ate two phases. One of course is in designating individuals as coming
u;nder‘ the program, and as s subject of concerted effort by the various
agencies.
"'The other, of cotrse, is the cooperation with respect to investiga-
tions, or during invistigations.
. But I make this statement. )
i T have worked ir. five different investigative agencies or capacities
ip the Government, and I happen to be very conscious of cooperation,
or the simple reason that in all the agencies I have worked, I have
found the people tc be idertical, their desires to do a job to be identi-
cal. The only thing that separates them is agency designations. This
of course at times raakes for problems. :
' But I would have to say that I find the cooperation to be as good
45 you could ever uxpect of agencies having different responsibilities
and different titles .
i! Mr. St Germary, The word is coordination, not cooperation. I
agree there is cooperation. My question is on coordination, so you con-
centrate your efforts in the right direction. .
! Mr. Korar. Let me make a brief statement. I will try to make 1t
brief. Unfortunately at times it is difficult.
" T have been in t1e Intelligence Division only a year and 5 months.
Certainly I have looked to the Organized Crime Section for guid-
ance—as well as the people in our Division.

| I have found tkat guidance there, I have found that coordination

ithere.
" To me, in all off my years of investigative experience, the best in-

r is an experienced investigator with legal advice. Now, if an

fvestigato A
iattorney is with him on a day-to-day basis, I believe you have got the

' best investigator. .
1 find the coordination coming out of the Department of Justice to

| rtmen
i be excellent. The Jeadership, the designation of individuals that we
| should concentrat on.
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I hope I have answered the question. At least, T have done my best.
I will be pleased to speak further. ’ IR o
Mr. Epwarps. Do you. depend generally on attorneys from the

Justice Department in your investigations, or.do you have your own
staff of attorneys? o _ S L

Mr, orar. We have our own Chief Counsel within the Revenue
Service. We have our-own regional counsel within the Revenue Service.
We have the Tax Division of the Department of Justice, the Criminal
Division, the Organized Crime and Racketeering Section, and the
U.S. attorney. I know. of no agency that has more attorneys working
with them: : e ' - :

We go to our own counsel when we have a question that needs legal
research, where we need legal guidance we go.to our own counsel.

During the-course of an investigation where an O.C. & R. attorney
from Justice is on the case in the field, we go to him. e

Might I say that it is rather difficult sometime deciding just where
to go and who to go to. :

ur own counsel has instituted a program of working with us in the
field on investigations. o '

I think this 1s going to be extremely helpful, and to a degree will
necessitate our going less to the OCD attorneys for guidance, since we
have our own counsel. L

Mr. Epwarps. Have you ever found any problems in going to the
Organized Crime Section for help from their counsel ?

Mr, Korar., From their counsel orour counsel ?

Mr. Epwarps. Theirs.

Mr, Kovar. None whatsoever. The Organized Crime Section is rela-
tively new, and I think any organization takes a long time to adjust
to the new responsibilities 1t has—at least many of their personnel are
relatively new.

But I will say to you I have found no problem in Washington or in
the field. And I am enthused about the cooperation, the coordination
that they have given us, And I would recommend if anything that it be
somewhat strengthened, if that is possible.

Whenever you have a group of peogle doing a single job, someone,
it seems to me, has to sit at the top and help direct the effort.

Mr. Epwarps. You see the Justice Department’s Organized Crime
Section in that role? '

Mr. Korar. That is the role that I see them in, yes, sir. Now, this
might be contrary to the way others view it. But this is my sincere
feeling, I think it is very valuable assistance to us.

Mzr. Epwarps. Does your agency or your division have any type of
letter agreement or anything else in writing between the Justice De-
partment and the Internal Revenue Service concerning coordination
of efforts?

Mr. Kovrar. To my knowledge, we have nothing in writing. It is
simply an agreement that we will do the job, and our differences are
generally ironed out by conversation, and we have no problem.

In view of my lack of history in some of these areas, I have asked
Mr. Carney, who is an executive assistant in the office of the Director,
to come with me. He has been a lifelong employee of the Revenue Serv-
ice, and certainly has a broader knowledge than I have and a deeger
knowledge of organized crime. So possﬁ)ly he can aid me on that
question, if T have overlooked something,

Mr. Carney. No, we do not have any formal agreement, sir.
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Mur. St GerMain. Would the gentleman yield ?

Mr. Epwarps. Yes,

Mr. St GermaIN. You mean you don’t have anything even in the
form of a memorardum that points out guidelines to the agencies
involved, such as I mentionec{) before—Internal Revenue, Justice,
Customs, Immigration, and what-have-you—that gives you the gnide-
lines as to what general technique you follow when any one of these
agencies comes upon an individual or a group that they feel is part of
the organized grour—and here is how we proceed from there, and at
this point we ought to call in Justice, or what-have-you.

! Mr. Korar. What; we do-—every time we decide that an individual
belongs in the organized crime drive, that the Department of Justice is
responsible for adm’nistering, we write a letter to the Assistant Attor-
ney General and advise him this is our view. He writes back and tells

us, this man will be included in the drive or won’t.
| What procedure ‘we will take within our own agency, that is pretty

well defined.
| Mr. St Germarx. That is why T keep harping on this coordinating—
tﬁle question of cocrdination. Don’t you feel that it would be bene-
ficial to the agencics involved if they did have a general guideline, a
memorandum, that could be distributed to all the individuals con-
¢erned working in the field, so that when they come upon something,
though it might not ordinarily occur to them that they have got some-
thing that is worth looking into further, and calling maybe some of
the other agencies i1—this indicates to them automatically—well, here,
we should submit this situation to the Justice Department, to the
Organized Crime fSection.

| Don’t you feel that that would be helpful?

| Mr. Korar., Yes, I feel it would be helpful, certainly. But I have
not found it to be a problem—I will put it that way—the lack of it.
[But there is no quistion that the more clearly these things are spelled
lout, the more helptul they become. '

! We have received letters designating people, especially at the incep-
[tion, as being the prime figures to be investigated. Their names appear
{in every one of our offices. And any time information is received with
Irespect to them, it is forwarded to Washington. We can, of course,
‘use our judgment as to whether it should go to the Organized Crime
| Section of .Justice,

{  Mr. St GermaiN. But the Organized Crime Section also testified
| that they rely upcn you to bring individuals to their attention. I mean

| it is a two-way thing.
Mr. Kousr. Yes, sir. In fact, I am rather proud of the fact that

! we have made it r ore two way than it evor was,
i We don’t want to designate an individnal, a citizen, as an organized
i erime drive subjet without some concurrence from the Attorney Gen-
i eral that this 1s in line with the program that he is charged with

administering. '
i Mr., Fascerr. Mr. Edwards.

Mr. Epwarps. Mr. Kolar, going back a moment—you mentioned
that you had been in this section about a year.

Mr. Korar. A yeéar and 5 months, sir.

Mr. Epwarps. What is your background prior to that?

Mr. Korar. T worked 4 years in private industry, graduated from
law school back in 1943. T became a special agent of the FBI. T re-

|
|
l
|
!
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mained there 8 years, served 2 years as a supervisor in Washington.
My work was principally in the espionage field during World War II.
I left the FBI in 1951. I was employed in the Office of Price Stabiliza-
tion in an investigative capacity. I thereafter obtained employment
with the Senate Judiciary Committee on the administration of the
Trading with the Enemy Act—that was a Judiciary subcommittee.

In January 1954, I obtained employment with the Internal Reve-
nue Service. I have been in—call it their Special Police Force, if you
will, in the Inspection Organization, as an Assistant to the Director.
I was Director of the Internal Security Division of the Revenue
Service from 1960 to 1966, and in 1966, upon the request of the Deputy
Commissioner, and the Assistant Commissioner, Compliance, I took
the position that I have today.

Mr. Epwarps. You fall into the category, generally, then, of a ca-
reer employee in the Internal Revenue Service ?

Mr. Korar. I would think so—since 1954, sir.

Mr. Epwarps. Now, when Justice gives you the names of those
individuals who they say should be in the organized crime drive,
what is the normal procedure in your Division? What do you do with
these names?

Mr. Korar. First we would check the names against our own files
in the national office to see what had been done before.

Ours is a decentralized organization as compared to most other
investigative agencies, which are centralized. Therefore, we don’t have
the same files in the headquarters that other agencies have in theirs.

We send the name as well as all background data to the office of the
district director concerned, with a request that this individual be in-
clided in the organized crime drive, and that investigation be under-
taken.

Eivery 45 days we receive in Washington a status report, outlining
the course of the investigation. That is made available to the Organized
Crime Section of the Department of Justice.

Mr. Epwarps. . Do you generally ride herd on the tax returns of all
those who are on the list of organized criminals?

Mr. Kovar. Over the years—and I am sure it is even prior to 1951—
it, is since the days of Capone, really—the Revenue Service has had
what we call an inservice racketeer program. Certainly it was stepped
up after the Kefauver hearings, and after the Apalachin meeting,
and after the McClellan hearings. All of these emphasized the need
to continue it. We have a system where racketeers in the United States
are identified within our own offices, and their returns—there is a
continuing file—it is not an investigative file, but it is a file in which
we collect data. Their returns are looked at every year, and every 2
years they may be audited as—let’s say a look at their returns and the
other data would indicate whatever action should be taken.

We collect the names within our own organization of known rack-
eteers. We look at their returns annually. This is done in the Intelli-
gence Division—and tale such steps to see that they pay their proper
taxes.

Mr. Epwarns. On page 3 of your statement, you mention the fact
that the disclosure prohibitions in the code have handicapped your
activities to some extent. I assume this is—well, in the exchange of
information, as you say, between agencies, and so forth. ‘
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‘Do you recommer d or have you recommended any changes in the
law that would ease that situation?

‘Mr. Korar. I have recommended none in the period that I have
been in Intelligence. T know of none that in the past have been recom-
mended.

{Mr. Epwarps. Dc you believe that there are any amendments to
the law necessary waich would of course be consistent with the right
of agll 2iru:iividual not to have his tax return spread out to the four
winds ?

i Mr. Korar. I thiik we are doing the job the way it is. We have
agreements with vaious States. If the Governor of a State requests
information, the Commissioner will release it to him. I think the
safeguards are necessary. There is no question in my mind. And cer-
tainly T would not hesitate, if I found a better way of doing it, or
aiway to ease them, but stil] give the citizens the protection and the
sécurity of his return—to suggest it to my superiors. I know of none
at this time. : ‘

. Mr. Epwarps. Ycu feel the right of protection that the individual
citizens is entitled to outweighs what handicaps you may find in the
ldrw as it 1s written ? , ‘

' Mr, Konar. As of today I do, sir,

' Mr. Epwarps. Woll, now, what would your advice be to a State
that was considering legalizing horseracing, dogracing, or this sort
of thing—no reflections on my chairman’s State. It comes up in my
State of Alabama f equently. Somebody wants to put in a dog track,
down in' Mobile, to zeep all our citizens from going over to Pensacola
nd seeing the races yver there. o oo B

‘What would be vour advice? You have made quite a case here that
gambling seems to be at the root of so much of the organized crime.
What would your advice be? T oo T

&

Mr. Korar. Well, I will put it this way. - S
T think that a sincere attempt should be made to wipe out gambling
r it should be legulized. I am evading, to a degree, your question.
ut I do not see this iddle road that we seem to be in. And if a State
ishes to legalize i, T would see no problem there. I think that it
hould be carefully supervised, as all activities should be, by respon-
ble officials. ,
i But I would certainly not say don’t to it. _
' Mr. Epwarps. Well, of course people are going to gamble one place
or another. :
Mr. Korar. They certainly do. ) o ,
' Mr. Epwagps. Ttey gamble on football games. T don’t suppose you
would recommend doing away with college football.
In Nevada, for exxample, where gambling is supposed to be highly
legalized and controlled, we still hear of numerous cases where big-
name criminals are involved, or try to get involved.
. Do vou know any way to completely police gambling in a State
where it is legalized ?

| Mr. Konar. I kncw of no way to completely police anything, really.
T can only recommend that where we do have laws, that we do enforce
them intelligently, but stringently, And T think this would make a big
impact in the whole area, personally.

! Mr. Epwarps. Much of this would go to local law enforcement,
would it not?

W N« e D
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Mr. Korar. Yes, sir. In fact, I think that we would be pleased to
get out of the wagering business if local law enforcement would
assume a greater responsibility and make a greater- impact. There is
no particular glamor to being in the wagering field. I think the Fed-
eral Government has to fill in if the States have shown—the cities—
that they have not been able to cope with the problem. And I think
the Crime Commission report and others will bear out that they have
not coped with the problem.

Mr, Epwarps, Thank you, Mr. Chairman.

Mr. Fascerr. Mr. Vander Jagt ¢ )

Mr. Vaxprr Jaer. Are there any weapons in your war on organized
crime that would be helpful to you that you do not now have?

Mr. Korar. That is a rather tough question, but I will do my best

Certainly we do not have the use of electronic equipment. It is a
very controversial subject. Certainly the administration has a posis
tion, and I certainly respect it, and we will live within it a hundred
percent. The restrictions today on the use of electronic equipment are—
let’s say by the standards that previously existed—they are tough. I
has been outlawed practically, except for only the nicest legal uses.

As an investigator, I think the tool' would be valuable, the ability
to wiretap under, let’s say, strict supervision. And I say strict super-
vision. There is no question that it yields valuable information.

The other question is—does it invade privacy, and is it so distaste-
ful that it should not be employed. I-can only assume an investigator’s
position. I think I am a greaf respector of privacy—and I say this ig
a tool that would be helpful. But certainly in the position 1 am in,
I live within the rules laid down by the Congress and my superiors.

Mr. Vanprr Jacr. Laying aside—not. forgetting—but laying asida
temporarily the problems of the rights of privacy, and the other-con-
stitutional safegnards—just laying those aside—would the use of elec-
tronic equipment measurably aid our war against organized crime?

Mr. Korar. In my personal opinion, yes, sir—especially in the
wagering area, where you have the interstate—the laying off—the tele-
phone in this instance has become an instrument of crime. This is my
experienced view. R I Cr

Mr. Vanper Jaer.’ In your opinion, are we winning the war against
organized crime, are we losing it, or are we just managing to stay
about even ? b T

Mr, Korar. On the basis of all that has come to my attention in tha

ear an]d 5 months, my other knowledge, I would say that we are losing
1t a little. :

" Mr. Vanper Jaer. What other steps would you recommend to see
that we do not continue to lose this war?

Mr. Korar. T think that, first, we need——there are numerous laws
on the books to cope with the problem, and T think we need intensified
enforcement at the local State, and Federal levels. This is why I
happen to be, let’s say, an advocate of the Organized Crime Section,
of Justice, because I think it is through that Section that there has
been an intensification.

I think that the protection of witnesses—I have to feel that it is de-
plorable that people are, first, afraid to come forward, and then when
they do come forward, that we have to spend 20 and 30 men protect-
ing their lives until the trial takes place. I don’t know the answer—
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xcept to provide scme facility where these people can be housed and
rotected for as long as it is in the best interests of the Government.
I certainly think :hat an immunity statute within the revenue laws,
iving immunity f-om prosecution, but not the payment of taxes,
ould be helpful ir. encouraging pecple to come forward and coop-
late.
I think the Crim: Commission recommendations are all excellent,
would all be excellent aids and tools in helping to cope with the prob-
1dm. .
Mr. Vanper Jaer T have gathered from what I thought was your
ery excellent staterient—--
Mr. Korar. Thank you, sir.
Mr. VanpEr Jacr (continuing). And your testimony, that—well,
le¢t me make a staternent, and you correct 1t if it is wrong. That really
the key to the problam is better local law enforcement and more effec-
tive local law enforzement, That here in many areas is the weak link
in the chain.
Is that a correct iiterpretation?
Mr. Kovar. I don’; think there is any question about it.
In addition, I might put in an unasked for plug for the police-
nen. I have been in this business 25 years in plain clothes. I have
never felt that the policeman was adequately paid. I think they have
probably one of the toughest, the most responsible, one of the most
thankless jobs of any persons working for a government. And I think
that—I would like to say, if you don’t mind my saying it—that the
- better training, better pay, could not help but improve local enforce-
nient.
i Mr. Vanper Jacr. In your opinion, it certainly would improve
morale?
| Mr. Korar. There is no question in my mind, sir.
. Mr. VaxpEr Jacr. Have the recent Supreme Court decisions in your
pinion had any impact on the morale of the local police officer ?
Mr. Korar. T thirk they have, but T am really not qualified, since I
do not associate enongh with them to say just what the conditions are.
I would rather be careful with that answer, because the truth is I do
not really know. I have heard they have. And I have seen statements
o that effect.
Mr. Vaxper Jaer, Thank you.
. Thank you, Mr. Chairman.
- Mr. IFascrnr, Mr, Kolar, local law enforcement, in a basic sense, is
e key to the problem. If we do not have, as has been proven many
mes, a nationally dirested organized crime effort, it is obvious that
ombating organized crime as a whole is far and beyond the scope of
1e local municipal police department. So there are obviously great
reas—and this is the reason we are here—with which the loeal police
bpartment or even the States cannot cope effectively unless some-
‘here there is an organized direction at the Federal level. The proof
f the pudding is 7our own statement. Sixty percent of all the or-
anized crime conv ctions are through Internal Revenue Service, Mr.
Peferson told us, ot our last hearing, that these guys are getting
narter—they do not want to go out and plug people—that makes
em easily vulnerable. So they are getting more—what shall we-say—
pmputerized and sophisticated. And it is going to be tougher and
wigher to control them.
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The organized crime executive isnot a mugger,

Mr. Kovar. That is true.

Mr. Fasorir, And he is insulated from the acts. So it would appear
that his main weakness is his greed and his willingness to gamble, if
you will, with the Internal Revenue laws, Therefore entorcement of
these laws is going to be an important bulwark of the fight against or-
ganized crime in the future, as it has been up until now.

Do you agree with that?

Mr. Korar. I certainly do.

In fact—mayhe I can illustrate what I think is one of the things
that needs to be done.

We have made a local study of the infiltration of organized crime
in legitimate business, and we hope to make further studies.

Certainly all other agencies have some information in this area.
And I would like to see the Department of Justice collect all that data,
so that we really know exactly what we have to cope with, and what
the problem is,

r. Fasorrr. I would concur with you. We think that is vital.

Now, do we have this criminal data on a centralized computer any-
where or data processing equipment that is immediately available to
IRS, Justice, local police departments?

Mr. Korar. No, not to my knowledge. We have only our own studies.

Mr. Fascerr. How about FBI information? Is that immediately
available, off the automatic data processing equipment, to JTRS ¢

Mzr. Korar. I would not know that, sir. I would guess it certainly is
not available off data processing equipment. But I want to make sure
that I am not misunderstood in that area. We have a tremendous rela--
tionship with these other agencies. And in my year and 5 months,
I have not seen real friction; in fact, I am convinoed every time there
is a problem, if people would just sit down and talk about it, it gets
solved, and every%o is reasonable.

Mr. Fascern, Mr. Kolar, let me assure you I am not looking for frie-
tion, I am looking for efficiency. It seems to me if you are the head
of the Intelliﬁence Division, and you are working ‘on thousands of
cases, and making 60 percent of the prosecutions that are successful,
that you would have—ought to have t{;e benefit immediately of all the
investigative reports of any agency. I don’t know that it ought to be
on request necessarily, or on a case by case basis, I assume.that is what
you are telling me. Or that you don’t even get it ¢ ,

Mr. Korar. One never knows what he doesn’t get. I only know what
we do get. And it seems adequate under the present system. There is
no question that—we could give more and others could give us more.
No one reall; \

Mr. Fascerr, In other words, what you are telling me is you do your
own investigations and you are responsible for the successful prose-
cution of your own case, other investigative agencies of the Federal
Government, to the contrary notwithstanding.

Mr. Kovar. I guess it could be put that way.

Mr. Fascerr, In other words, I have stated it correctly. So in addi-
tion to all the other problems we have, now we find that every investi-
gative unit is probably duplicating investigations beyond belief.

Mr. Korar. Let’s say to the extent that the Organized Crime Sec-
tion does not see this duplication, or doesn’t correct this duplication,
it exists, I am sure.
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Mr. Fascern. If the OCRS does not get the benefit of information
frorh all the investigasions that are performed by either IRS or the
Bureau, or whatever other agency 1s involved then they are processing
and! coordinating only a certain percentage of the total sum of infor-
mation being gathered and collected by all these investigative agencies.
If the OCRS sees only a percentage of this information, it is likely
that they are not evel aware of much of the duplication. It seems
sompwhat less than desirable for all this mags of intensive investiga-
tivel effort to continue without some coordination.

1l&r. Epwarps. Wou d you yield right there, at that point.

r. FascerL. Yes, s T.

Mr. Epwaros. Do you, as a matter of practice, when you are pre-

aring to make a case against John Do, inquire of the FBI and the
raamized Crime Section what they might have on this individual?
- Mr. Korar. Yes. :

Mr. Epwarps. In other words, you make this inquiry yourself?

Mr. Korar. We institute the inquiry. :

Mr. Epwarps. Asanormal part of your investigation. _

r. Korar., And if they know we are working on somebody, they
volmtesr information if they run into it in the course of the investi-
gation we are makin. L

Mr. Epwaros. Wel, now, if they know, is there a missing link
there—should they kn ow earlier - Should there be a procedure whereby
youy would make kncwn automatically to these other investigative
agencies that you are after a given individual ¢ : R

“Mr. Korar. It would be helpful from a disseminating standpoint.
There is no question about it. T - :

Mr. Epwaros. But there is no present guideline that would call for
that. Is that what you are saying? o

Mr. Korar. Iknow of no present guideline.

Mr. Epwarps. Thank you. D e e Lo

. Fasorrr. Of course a case could be made for separate investi-
gations on the theory that you have separate ultimate aims. In your
cade, a separate investigatior: would be made for prosecuting a vio-
lation of the tax laws, There might be an entirely separate investiga=
tioh by the Bureau or. the same individual for a different reason. That
is conceivable. - ' : ce L S

You recognize the difference, in discussing gambling as a major
source of the profits ¢ f organized crime—the difference between legal-
ized parimutuel wagers and open gambling, crap table gambling, and
so | forth? ' G T e

Mr. Xorar. Yes. : Lo

Mr. Fascrrn. Do we have any evidence around the country, for
ex;}mplg, of the infiltration of organized crime in the parimutuel
wagers ? - : ' :

Mr. Korar. Ihave noneatmy disposal.

Mr. Carvey. In 1963, we arrested about, 200 track bookmakers in
Chicago, who were—— o T
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Mr. Fascerrn. That was illegal on-track betting?

Mr. Carney. That is right. But we have no indication there is any
hoodlum infiltration in legal track betting.

Mr. Fascerr. How about open-type gambling, where it is legalized,
or lotteries, where they are legalized. Is there any information that
organized crime has moved into those areas?

Mr. Korar., Only the information that comes out with respect to
Las Vegas.

Mr. Fascerr. I just read somewhere seven persons were indicted,
were they?

Mr. Konar, Yes, sir.

Mz, Fascern, For skimming off the top.

Mr. Kovar. Yes.

Mr. Fascrrr. Not properly reporting the gross to the State for tax
purposes.

r. Korar. Right. To the Federal Government. Evading Federal
incomie tax is the charge. : . .

Mr. Fascern, So this is an ongoing case now ¢

Mr. Korar. Yes. . : e :

Mr. FasceLn. That is the only evidence you have of that?

Mr, KovLar., Yes, sir: - - Co :

Mr. Fascern. Do you have any public official designated as part of
the organized crime drive? S _.

Mr. KoLar. Again, T do not have that particular statistic with me.
T believe we would have. But I do not really—I cannot positively say
yes or no at this point. Cole

Mr. Fascern. Do you know as of right now whether or not you have
any State official, public official, designated as a'member of the orga-
nized crime drive ? . L - e

fﬁ?Mr. Korar. Well, was your first question with respect to a Federal
official ¢ T

Mr. Fascrri. Any public official. Now, T .am just zeroing in. ‘

Mr. Konar, All T can say is we have in the past, but I do not know
exactly what is in the organized crime area with respect to public
officials today. T would be pleased to check. -

Mr. Fasorri, Do you know of your own knowledge as of right now
whether or not any Federal public official, either administrative or
legislative, has been designated as part of the qrganized crime drive?

%\Ir. Korar. I do not know at this point, If I had to guess, I would
8y no. T T S

‘Mr. Fascerr., Would you supply us that information for the record #

Mr. Korar. Be pleased to. .~ . : . o

Mr. Fascern. In all three counts. Public officials generally, State
officials, Federal officials. . _ , -

We are not interested in the names, We just want to know whether
or not anybody has been so designated and is under concentrated
surveillance, .

Mr. Korar. Be glad to furnish that, sir.

~ Mr. Fascerr. Thank you. .
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(The informatior. requested of Mr, Xolar follows:)

i The Intelligence Division has investigated a number of public officials. The
following are presently included in the organized crime drive category :

Pending completed
investigations—
Presently
Public official under Total
investigation With ‘With U.8.
Department attormey
of Justice

0 0 0 13
0 3 0 3
7 a4 2 18
7 12 2 21

Mr. Fascrir. Mr Kolar, exactly just what happens when an in-
dividual is designated by IRS and the Attorney General for Com-
pliance—is it—the Assistant Attorney General for Compliance——
Mr. Kovar. The Assistant Attorney General, Criminal Division,
Mr. Fasceir (continuing). Approves the designation? Exactly
what happens at that point, as far as your Department is concerned ?
Mr. Korar. We irstruct the Intelligence Division in the field. Com-
munication goes out from my superior to the district director of In-
ternal Revenue requesting that an OCD-type investigation be made
of this individual. We say OCD-type —we mean it is just more thor-
ough than the average investigation. Greater depth
Mr. Fascerr, You are looking for unusual angles, too?

Mr. Korar. Yes; that is exactly right. Not only that, but it takes
three times as long, ind it is exceedingly difficult. But at least the in-
structions go out to the district director from the Assistant Commis-
sioner, Compliance. One of the reasons that these people are involved
is|that the Assistant Commissioner, Compliance, is the only one that
can authorize the re easing of tax information to the Department of
Justice, at their writien request.

‘The instructions g out to the District Director, as I pointed out be-
fore with respect to Mr. ldwards’ question. The investigation is insti-
tuted. We receive 45 day reports. They are reviewed by our organized
crime coordinators in Washington. They are reviewed by the regional
organized crime coordinator. They go over to the Department of Jus-
tice, Organized Crime Section, for review.

Certainly, even during that period, you have the organized crime
atforney from Justice in many cases on the scene while the investiga-
tign is going on, and working very closely with the investigator.

After the investigution is completed, the special agent may recom-
mend prosecution, in which case the report would go to the assistant
regional commissioner intelligence, in the regional headquarters. It is
reyiewed. Whether he concurs or not, the report must go forward to
our regional counsel because it is an organized crime drive subject.
In| the normal tax case, the assistant regional commissioner intelli-
gehce can say, “I diszgree with the field, there is no prosecution here,”
and the case is finished. The organized crime case goes to the regional
counsel. If regional counsel agrees with the recommendation for prose-
cution the case goes to the Tax Division of the Department of Justice
wilhth a copy to the Criminal Division. If regional counsel does not
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agree with the recommendation for prosecution, the case goes to the
Criminal Division with a copy to the Tax Division of the Department
ot Justice. Organized crime drive investigations are not closed by In-
telligence without prior approval of the Organized Crime and Rack-
eteering Section of the Criminal Division, Department of Justice.

Mr. Fascern, Let me ask you this at this point, This procedure sug-
gests to me that the investigator makes the case.

Mr. Kouar. The investigator makes the case—the investigator in
the Intelligence Division recommends prosecution—-—

Mr. FascerL. Well, now

Mr. Korar (continuing). Or not.

Mr. Fascern. I know they are experts as investigators. Obviously
you have not encountered any particular problem in making the case
on the ones somebody has decided the case ought to be made against.
But at what point does the prosecutor, as a lawyer, come into the
matter to determine making the case?

Mr. Kovar. Well, if by the prosecutor you mean the U.S.
attorney

Mr. Fascerr. Whoever is going to handle it as a lawyer. I know if
I am charged with the responsibility of a case, I want to tell my in-
vestigators what to do and how to do it. Let them investigate; let me
worry about the case.

Now, the procedure you have deseribed is the other way around.
As a lawyer I would be handed an investigative file with a recom-
mendation by the investigator whether or not I ought to prosecute.

Mr. Korar. It would be a recommendation by the investigator that
has been agreed upon up the line by the various levels of review.

Mr. Fascerrn, The system must work. You have 60 percent of all
the convictions,

Mr. Korvar. It works. It is a little frustrating at times,

Mr. FasceLL. It sure must be frustrating for the lawyers, I wil}
tell you that.

r. Korar. It is even worse sometimes for the investigator. After
he has spent 2 years to find that he does not have a case in the opinion
of the attorneys.

Mr. Epwarps. Two questions.

First, along that line—is it quite possible that the attorney may
very well send the file back to the investigator for additional work ?

Mr. Korar. Yes.

Mr. Epwarps. In other words, he says, “You have not looked into
this point or that point, get the file back down there, and do some
more work.”

Mr. Korar. That is very possible.

Mr. Epwarns. Secondly how long does this procedure take? This
seems like a real chain of command that you are carrying those things
through. After the investigator finishes his work—he has reported
every 45 days, he is now through. How long does this chain of com-
mand take to get to where somebody really decides “We are going to
go after this individual.”

Mr. Korar. It would be hard to make a statement covering all of
them, It depends—some would take, I would suspect, a year or more,
and others would be done more swiftly. A lot of it would depend on
the complexity of the case, and I guess the workload of the various
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attorheys reviewing it. There would be a lot of factors. It is a time-
CONSUMING Process.

However, there are good arguments for having it, and that is the
protéction of an individual against an unjust prosecution in the tax
evasion area.

In most agencies reports go directly from the investigator to the
U.S.|attorney, and the prosecution is the decision of the U.S. attorney.
The tax case goes through a very complex procedure of reviews, and
the prime purpose being to assure that only those taxpayers who should
be prosecuted for tax evasion are.

tir 60 percent figure covers a lot of wagering cases, and on those we
go directly to the U.S. attorneys. _

Mr. Fascerr. We wi'l give you credit for all of them.

Mr. Korar. We appreciate all the credit we can get in this tough

business. ,

Mr, Fascerr, Mr. Kslar, we have a lot of other questions, obviously,
the subcommittee wan's to ask you. But Mr. Serr is here, and he has
quite a statement for vs with exhibits. If it is all right, we would like
to puut Mr. Serr on, let liim get his basic information on the record. And
then if necessary we would like to get back to you for further question-
ing; Will you be availaole this morning, to stay with us?

" Mr.Kovar. I certainly will. ' » '

Mr. Fascern. Twou dappreciate it. I would hope we can get through
with you two gentlemen today if it is at all possible.

Mr. Korsr. Tam available zt any time. And if I can be of a,ssistmnce,i

fine, . o

r. ST Germarn. Mr. Chairman, that is an unusual statement. And

Ithink the gentleman $hould be commended forit. .
Mr. Fascrrn. I agiée with you, Mr. St Germain. T thank you, sir.

{r. Epwarps. Tt must come from his experience on the Senate sub-

committee. _ e
Mr. Kovar. May 1 put into the record a letter from a chief of

police in Beaumont, 1'ex., to the District Director of Internal Revenue,
where he expresses as/nicely as T have ever seen, his appreciation for

our cooperation. R _ ) o ] .
Mr. FascerLn. Yes, sir, Mr. Kolar, without objection we will put it in

th%;- record and advise Congressman Brooks that it is there.
(The letter referred to by Mr. Kolar follows:) '

City oF BEA'UMOI“IT‘, TEX.,
; ) PoLICcE DEPARTMENT, )
S i © March 15, 1967.

Mﬂ' WiILLiAM KOLAR,

Director of Intelligence Division,

Internal Revenue Service, Washington, D.C. .
ﬁDEAB MR. Korar: Hrclosed, herewith, you will please find copy of my letter

directed to Mr, R. H. Phinney, Director of Internal Revenue Service, Austin, Tex.,,

concerning assistance glven this department by the Intelligence Division of the

Iq‘ternal Revenue Service.
'Please be assured of my very sincere and humble desire to adequately express
h¢w very grateful we are for the assistance. rendered us by the Intelligence
Diviston of the Infernal Revenue Service, to the end that we honestly and truly
d¢ have 2 moral atmosphere in which to live and rear our children. For this we
are, of course, so very deeply grateful.

: Sincerely yours, L

‘WiLLIE BAUER, Clhief of Police.

Apé)roved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8




Approved ForiReleaser2@02/05/08 16IA-RDEZ0RA9338R000200020060-8

O11Y oF BEAUMONT, TEX.,
PoLicE DEPARTMENT,
March 15, 1967,
Mr. R. H. PHINNEY,
Director of Internal Revenue,
Austin, Tes.

Dear MRr. PHINNEY : There comes g time, I think, in the life of every police
executive when he is faced with the almost insurmountable desire to draft an
appropriate letter of appreciation wherein there appears to be no adequate means
with which to effectively express or describe his very deep sense of gratitude.
This, T assure you, is one of those times for me.

No one knew any better than I did, upon assuming the duties of chief of
Dolice here in Beaumont some 6 years ago, how monumental and eritical the
task that lie ahead in reducing, to nonentity, a vice machine of more than 36
Years’ duration. v

Knowing full well that a journey of 1,000 miles begins with the first step;
that the good beople of Beaumont would support honest law enforcement, and
vealizing that assistance from the U.8., Treasury Department had already begun
to make itself known in the form of aiding our narcotic investigations, we began
the task of building a new image for our police officers to the end that, thanks
to your continued support and assistance throughout the intervening years, we
not only have a community in which there is no organized vice but, in.addition
and by reagon of, we have one in which the moral climate hag been so vastly
improved that it is now recognized as a fine place in which to live and rear
children—not to mention our economic advances. . . :

I have made it no secret. and seldom, if ever, have missed an opportunity to
say publicly that had it not been for the outstanding. assistance provided us by

the persons of Mr. William T. Hughes and Mr. R. C. SBawyer, we would not today
be looking back upon an era which, for all intents and purposes, ended after 6
long years of hard work when Walter Sekaly went through the gates of Seagoville
to begin serving a sentence which many had said publicly would never begin.

Yes, -thanks to the Intelligence Division of the Internal ‘Revenue Service; to
Mr. Hughes and Mr. Sawyer, we, here in Beaumont; can truly say that we
honestly do have a good place in whieh to live and rear our children,

- True, many will never know of your outstanding assistance and maybe this ig
as it should be, I don’t really know, but I can. tell you one thing I do know and
that is, it ig awfully, awfully comforting for any police chief to know-that assist-
ance from the Intelligence -Division of the Internal Revenue Service in combat-
ing organized vice is as near as the telephone, . R

There are, of course, no words within my limited vocabulary with which to
adequately express my very deep and sincere appreciation for your assistance,
I do hope, however, that you will be kind enough to accept thig communication
as-my very humble and sincere means of saying: “Thank You and God bless
you and yours.” : e SRR

Sincerely yours, - RN -
. B i ’ WILLIE BAUER, Ohief of Police.
Mr. Fascerr. Mr, Serr. Would you.come up to the witness table, We

will be very happy to hear from you.

STATEMENT OF HAROLD A, SERR, DIRECTOR, ALCOHOL AND TO-
BACCO TAX DIVISION, ACCOMPANIED BY THOMAS CASEY, CHIEF,
"ENFORCEMENT BRANCH, 0FFICE OF ALCOHOL AND TOBACCO TAX
-DIVISION; AND JOHN McCARREN, OFFICE OF CHIEF COUNSEL,
INTERNAL REVENUE SERVICE _ e

Mr. Serr. Thank you, Mr. Chairman, B

Mr. FascerL. Mr. Serr, you have a rather lengthy statement with
considerable exhibits. If you would like, we could submit the entire
statement with the exhibits for the record, and then you can sum-

marize, in the interests of time. We do not want you to leave out any-
thing that you consider important. But I believe that perhaps you
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could cover the same ground just as easily and in less time, and perhaps
givelus a little better op portunity to get to guestions.

Mr. Serr. Very good.

Mr. Fascerr. Without objection, we will put your entire statement
in the record with the exhibits at this point and allow you to sum-
marize in any fashion taat you may desire.

(The prepared statement of Mr. Serr with attached exhibits fol-
lows:)

DREPARED STATEMENT OF HAROLD A. SERR, DIRECTOR, ALCOHOL AND Topacco TAx
DIVISION

ORGANIZATION AND MISSION

The Alcohol and Tobacco Tax Division is one of the operating divisions in the
Inteinal Revenue Service. The Division is responsibie for the administration and
enforcement of the laws and regulations relating to liquor, tobacco, and firearms.
To theet this responsibilit;7, the Division is divided into what are basically known
as the Enforcement and Permissive Branches. The Permissive Branch is pri-
marily concerned with protecting the revenue derived from both liquor and to-
bacdo, and in controlling particularly the liquor industry through the issuance
of basic permits, regulath 1g advertising and labeling, providing onpremise super-
vision of production, packaging, and storage at distilleries, and in the regula-
tion of the tobaceo indusiry. On the other band, the Enforcement Branch has the
responsibility for carrying out an investigative and preventive program relating
to violations of those intornal revenue laws that govern the production and dis-,
tribution of distilled spirits, wines, fermented malt liquor, and tobacco, as weil
as ¢uf0rc1ng the National and Federal Firearms Acts, the Federal Alcohol Ad-
ministration Aet, and sections 1261 through 1265 of chapter 59, title 18, United
States Code, entitled “Liquor Trafic,” which includes the Ligquor Enforcement
Act;of 1936. (Attachment No. 1.")

The history of the enforcement branch actually dates back to Civil War days
when the first Commisgsitner of Internal Revenue was appointed and three “de-
tectives” were hired to investigate the illicit manufacture of distilled spirits.
This investigative functiin continued through all the ensuing years and gained
prominence during the yrchibition era when gangsters took over the manufac-
ture and distribution of illicit liguor. These criminals formed large syndicates
and combinations in whiit may be termed the forerunner of “organized crime”
as it is known today. With the repeal of prehibition in 1933, the investigative
force was merged with the permissive function under the title of Aleohol Tax
Unit. When the tobacco functions were added to the Alcohol Tax Unit in 1962,
the resulting organization became the Alcohol and Tobacco Tax Division, The
attached statistical chart shows the total seizures and arrests for lquor viola-
tions for the period of 1935 through 1966. In fiscal 1966, Division investigators
made 7,548 cases, of which 5,273 involved the seizure of illicit distilleries, and
the arrest of 6,788 crimiimls. Included in this case total were 466 violations of the
firearms laws. Today, ¢ percent of all violations of the internal revenune liquor
laws occur in the seven Southeastern States. (Attachments No. 2 and No. 8.1}
To meet the current enforcement responsibilities, the Division has an investi-
gative force of approx mately 975 men, stationed at selected posts of duty
throughout the Nation. Our greatest concentration of manpower is in the South-

east, where we find the greatest pumber of violations. Because the enforcement '

of 'the liquor laws has jré¥en to be the most hazardous of any Federal law en-
forcement endeavor, ap olntments to the position of special investigator are very
selective. The investiga ors are thoroughly trained and supervised. Their aver-
age age is approximatel? 38 and they have a wide range of experience in outside
fields of endeavor whica provides them with a firm foundation for almost any
type of an investigative assignment. The men are, for the most part, extremely
adept at undercover work. Morale is high and the force willingly maintains &
high degree of mobility. (Attachment No. 4.")

1 Attachment No. 10 appe ;a.rs on p. 92.
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DIVISION’S PAST EFFORTS AGAINST ORGANIZED CRIME

The enforcement of the internal revenue liquor laws has for many years
brought investigative personnel of the Division face-to-face with well-known and
large-scale criminals. As I mentioned earlier, this confrontation began during
prohibition when racketeers, rich and powerful as the result of their illicit liquor
traffic, were making their presence felt at every level of publie life, For a short
period after the repeal of prohibition, the syndicates eontinued to operate large
illicit distilleries throughout the United States. However, a great crusade against
all forms of racketeering was spearheaded by the Treasury Department in 1933.
The brunt of this campaign was carried by the Alcohol Tax Unit. Within a
few years, the backbone of illicit distilling by syndicate members wag broken
in most of the United States. But the complete task took time, Pockets of re-
sistance remained in the Northeastern section of the United States where investi-
gators continued to detect and seize large illicit column distilieries owned and
operated by organized crime members.

Recognizing that only one remaining pocket of syndicated illlcit traffic re-
mained around the metropolitan areas of the Northeast, the Division launched
a program in 1958 aimed at identifying and placing under “round-the-clock”
surveillance the financiers of large illicit distillery operations. Our efforts in
this fleld were later coordinated with the Organized Crime and Racketeering
Section, Department of Justice. Throughout Pennsylvania, New Jersey, New
York, and all of New England, our investigators literally put high-ranking crim-
inals “to bed at night and got them up in the morning.” The results were found
in the indictment and conviction of several syndicate members for liquor viola-
tions, including Joseph “Pop” Pritchard, a trusted follower of Al Capone,
Nicholas Barbone, and Augustine Mazzio. The large column distilleries, once
50 prevalent in the area, disappeared from sight and the syndicate was reported
to be putting its money into gambling, loan-sharking, and narcotics. Our efforts
against organized crime were récognized in a commendatory letter received by
the Division in December 1959 from William G. Hundley, then Chief of the
Organized Crime and Racketeering Section in the Department of Justice. (At-
tachment No. 10.') With the successful conclusion of our drive in the North-
eastern section of the United States, our limited investigative staffing had to be
shifted to provide additional manpower in the Southeast States where it was
urgently needed.

The Alcohol and Tobacco Tax participation in the war on “organized crime”
from 1958 until the fall of 1966 has not been publicized, although the Division
was actually quite involved in the organized crime drive program. During those
years, notorious criminals in other parts of the Nation were feeling the effects
of our efforts. Samuel “Alky Sam” Rosencranz, with violators from New Jersey,
New York, Massachusetts, and Maine, was arrested for a column distillery in
Maine. Percy Flowers, the North Carolina bootlegger who had grown so power-
ful that his influence was felt in high State political circles, tumbled to an
undercover investigator from New York who posed as a member of the New
York syndicate. Fritz Marks of Norfolk, Va., was sentenced to 8 years in State
nrison for operation of an interstate abortion ring as a result of evidence uncov-
ered by investigators while investigating him for violation of the internal
revenue liquor laws. In 1955, Florida State Cirenit Judge C. E. Chillingsworth
and his wife disappeared from their oceanfront home in West Palm Beach,
Fla. It was assumed they had been murdered but their disappearance remained
a mystery until an undercover investigation was started by an A. & T.T. investi-
gator which led not only to the arrest of 60 bootleggers but the eventual solving
of the Chillingsworth murders.

Isadore “Kid Cann” Blumenfeld, whose crime syndicate had reigned supreme
in Minneapolis, Minn., for years, was tried and convicted for violation of the
internal revenue liquor laws through the filing of false representations as to
the ownership of several wholesale and retail liquor establishments in Min-
neapolis, In Chicago, Frank “Ilot Dog” Lesciandrello, top crime syndicate hood-
Inm, was convicted for the same type violation even though other Federal agen-
cies had tried unsuccessfully for years to put Lesciandrello in prison. Kansas
City racketeer Frank LaRocca was sentenced to 5 years in a Federal prison for
nerjury as an outgrowth of an investigation of a Federal Firearms Act violation.
Lewis “Black Louie” Cangolese. the No. 2 racketeer from Kansas City, was
arrested with two companions for violation of the Federal Firearms Aect in
an investigation stretching from Kansas City into the middle of South Dakota.

1 Attachment No. 10 appears on p. 92,
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In iFiorida, investigators seized two antitank guns plus other weapons and
arrested Thomas Wilcoxien, The resulting investigation led through four regions
with the eventual identification of Robert Wilcoxsen and Alfred Nussbaum as.
the two men who had rcbbed two banks in Buffalo and one in Brooklyn, where
they had Kkilled a bank guard, using a Thompson submachinegun. In another
insfance, six members o? the Mannarino mob in Pennsylvania, operating from
New York City to Miani, established a gunrunning organization where the
guns were flown in a private plane from West Virginia to Florida. This was
part of the large-scale movement of guns to Cuba during the overthrow of
Batista by Fidel Castro. The resultant investigation by the Division brought
abgut the sentencing of fAve of the men to Federal prison for § years while the
sixth received a 3-year seatence.

Between 1961 and 19€5, the Division conducted many other investigations on.
thd hidden ownership oi" major criminals in the legitimate retail and wholesale
ligitor business. Bleven of these investigations were at the request of the Or-
ganized Crime and Racketeering Section and approved by the Attorney General.
One of the individuals subjected to investigation was a member of the famed
Apalachin meeting in Ajalachin, N.Y., in 1957 which was raided by New York
State Police who were accompanied by one of our investigators. Even though
these were extremely difficult investigations, prosecution was recommended in
eight of them, ) )

n addition, the Intel igence Division drew heavily on the highly experienced
investigative staff of th: Alcohol and Tobacco Tax Division to spearhead their
attempts ot penetrate syndicate gambling lairs through the use of undercover
agents. The repeated success of these A. & T.T. investigators is best exemplified by
the 1961 investigation of Gabriel and Samuel Mannarino, racketeers and hoodlums:
who controlled the city of New Kensington, Pa., where A, & T.T. investigators
were able to infilirate N annarinc’s gambling casino and gather evidence against.
th%m. This is the same group involved in a gunrunning case which we made in
1959. - R - .

[ DIVISIQN’S >RESENT EFFORTS AGAINST ORGANIZEDV,'CRIME

i .
On November 28, 1936, a Service internal decument, Manual Supplement
724-48 (attachment No _b?), was issued and for the fizst time the Alcghol and
Tobacco Tax role in the organized crime drive was clearly defined. The enforce-
ment objective was spelled out ag being that of suppressing criminal activities in
the United States by— . S oo T ,

(1) Perfecting criminal ¢ases against highly organized groups engaged in

| illleit liquor or illictt alcohol continuous-process dlstilling operations in' the

| ‘southeastern and ncftheastern sections of the country. The selection of these
. groups is confined ;o0 those whose operations are of such magnitude as to
constitute a substarlipl fraud on the revenue. = . B

(2) Perfecting ¢-iminal cases against the racketeering element having
concealed interest «r control in restaurants serving wine, beer, or liquor;
! tdverns; nightclubs; wine, beer, and liguor distributorships; or any other
i activity of the legal v‘vine, beer, and liquor industries. ' '

(8) Perfecting ¢1iminal cases regarding firearms possession or firearms:
transfer violations liy hoodlums and racketeers.

(4) Perfecting criminal cases against public officials who aid and abet
the criminal elemert in violating laws coming within the jurisdiction of the
Alcohol and Tobaceo Tax Division.

(5) Perfecting c1iminal eases against hoodlums and racketeers who oc-
casionally or coinciientally while conducting other illegal activities violate
the laws-enforced by the Aleohol and Tobacco Tax Division.

(8) Assisting otter law enforcement agenciés in their ‘efforts to combat
and suppress crime.

(7) Furnishing assistance in the suppression of crime particolarly in the
following areas lisied by the Attorney General of the United States as
requiring special a:tention: New York, Pittsburgh, Philadelphia, Boston,
Miami, Tampa, Neww Orleans, Chicago, Kansas City, Detroit, Los Angeles,

. Las Vegas, Clevelan, and the State of New Jersey.

THese objectives were worked out in conjunction with the Organized Crime and
Racketeering Section, Dopartment of Justice. It should be noted that the Division
has found that serious crime does not necegsarily mean syndicate sponsorship or
involvement. While we recognize that in most parts of the Nation sustained

|
1 Attachment No. & appears on p. 88.
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criminal activities on a large scale can only exist through the payment of tribute
to (or involvement by) the reigning syndicate in that geographical area, we also
know from experience that there can be large-scale liguor or firearms violations
in which the principals act independently of the syndicate, Our program was de-
signed to cover both, and it is toward this end that our investigations are
directed. . -

Qur first organized crime drive investigation under Manual Supplement 72G-
48 was authorized on October 16, 1966, and since that time we have authorized
28 additional investigations, all recognized by the Organized Crime and Racket-
eering Section of the Department of Justice as falling within their concept of an
QCD case. Of this number, four of these investigations are of large moonshining
rings in the southeast region. These four gangs, between them, are placing ap-
proximately 17,800 gallous of illicit whiskey on the market each week, represent-
ing a weekly potential tax fraud of approximately $187,000. Two other illicit
whiskey investigations, both with syndicate involvement, are underway in the
North Aflantic region, while a similar investigation is in progress in New Jersey
of the Mid-Atlantic region.

Thirteen of the current investigations involve syndicate ownership, hidden or
otherwise, in retail liguor establishments. These investigations are fairly well
sprinkled throughout the United States and individuals involved rank high in
the syndicate membership. These establishments not only provide the owners
with an air of respectability but serve as key communication centers from which
syndicate members can direct their other criminal activities. However, proof
of hidden ownership is extremely difficult, often requiring extensive surveillance
and the untangling of financial arrangements to. offset the corporate structure
now being employed by the syndicate to avoid pinpointing individual finauecial
interests in the establishment. So far, we have been successful in three of the
18 investigations, some of which have only been initiated within the last 30 days.
-..For the most part, firearms violations are of .an individual nature and involve

~the criminal’s possession and/ov sale of an automatic weapon, a sawed-off
" shotgun or similar weapon in violation of existing laws or his causing any weapon
to-move in interstate commerce. The National and Federal Firearms Acts were
originally designed to keep such weapons out of the hands of the criminal ele-
ment. Toward this end, we have authorized six OCD investightions involving
Afirearms violations wherein the:principal subjects are sugpected of supplying
firearms to syndicate members or are syndicate members charged with possession
of weapons in violation of either the National or Federal -Firearms Acts. The
- interstate .commerce aspects of such investigations present unusual problems
in that successful prosecution hinges on positive proof that the felon did in:fact
.transport a firearm across a ‘State line (or caused it to be transported) in viola-
tion of the Federal Firearms Act. In most instances, the case originates from an
inspection of the records of a firearms dealer who must record the name and
address of each.purchaser of a firearm. Often the felon will give a ficticious
name and address which makes identification and apprehension almost impos-
sible. If the felon gives his correct name and address, the investigator must still
locate the individual and, through guestioning, prove that the gun was. carried
across the State line. Under the current judicial restrictions for guestioning a
suspect, the possibility of the suspect’s admitting that he did indeed purchase
the gun and move it in “interstate commerce” is very remote. One of the weak-
nesses of the existing Federal Firearms Aect is that it permits such sales to
“gut-of-State” customers and places little or no burden on the dealer to ascertain
the true identity of the buyer before the sale is consummated, The administration
is aware of this weakness in the statute and has recommended greatly needed
changes. "

One of the more sinister aspects of organized crime and the illicit liquor
traffic is the bribery. of some public officials and local law enforcement officers
by violators in order to insure protection against detection and apprehension.
Although it is an exceptional case when this happens, the Divigion has found it
necessary to include such public officials or local law enforcement officers as de-
fendants in some of our lquor cases. Such investigations are never tasteful or
rewarding, but they must be made if we are ever to gain the confidence of the
citizenry. Three of the current OCD cases fall within this category, with the
most notable being a bootlegging ring headed by James . “Bookie” Turner,
police commissioner of Chattancoga, Tenn, A Federal indictment has been re-
turned charging Turner and two of Tennessee’s largest bootleggers with a con-
spiracy to violate the internal revenue liguor laws. The case is awaiting trial.
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' ASSISTANCE TO OTHER LAW ENFORCEMENT AGENCIES

The dependence of every State on taxes imposed on the legitimate liquor in- |
dustry as part of the State revenue and the interest of every police officer in the I
illegal possession and use of firearms places the Division in an unsual position,
insofar as Federal agencies are concerned, of having a common cause with local !
and; State police officials. Because of this, the Division has always stressed that bl
the street between our investigative force and that of local (and other Federal) i
enforcement agenciey be lesigned for two-way traffic. We must not only be able Lo
to ask the police department or State police for intelligence or assistance during i
ourjinvestigations, but w2 must also be ready to respond when a similar request
is made of us, The achievement of such a working relationship has not always !
been easy, but the Alcohcl and Tobacco Tax Division has enjoyed over the years o
an enviabie and productive association with local, State, and other Federal law :
enfprecement agencies, evan before our “official” advent into the organized erime
driye. As an example, ti.c Division last year made several firearms surveys in
large cities. The intellig3nce gathered was of great interest to the local police i
in pach of the cities. This naturally strengthened the cooperaton between our Lo
forces. The first survey “vas made in the District of Columbia and disclosed the
easfe with which guns coild be acquired in adjoining areas and transported into i
the District. As a result 3f the survey, one of the adjoining counties in Maryland
passed additional local legislation restricting the sale of firearms. District of {
Columbia police used the information gathered in furtherance of their local police
work. In Chicago, where the police were apprehensive of the problem facing them
because of racial unrest in the city, our investigators contacted every firearms
dealer licensed under the Federal Firearms Aect in Chicago and the suburbs and
checked their records In an effort to determine the flow of handguns into Chicago.

Information developed 1n the survey was turned over to the Chicago police who

found it to be of great value in their enforcement of city statutes controlling the i
acpuisition and possession of guns. The information also permitted them to bet-
tef assess their riot-control capabilities, A similar survey was conducted in Boston

where A._ & T.T. Investigators uncovered the source of several of the guns used
toi commit some of the 28 gangland-style murders that city had experienced in
recent months, This evidence was instrumental in the successful completion of i
some of the police depa tment’s investigations. These surveys disclosed the need :
?‘t loix-ly of better Federal firearms controls, but the need of tighter Stats and
opal laws,

;Our investigators, as a byproduct of their every day efforts, turn up evidence P
not only of extensive gambling operations but also bring to light data on crime ol
agtivities of great importance to local law enforcement agencies. In Whorcester, |
Mass., three associates of a major criminal, under investigation for violation o
of the Federal Firearms Act, were under surveillance by A. & T.T. officers. ,
The three suspects lef: the motel under surveillance and robbed a nearby con- ;
struction company of $8,000. Information furnished by our men led fo the
identification and arrest of two of the suspects within an hour of the robbery.

In another instance in New England, we uncovered the source for pornographic )

movies and gave this nformation to the local police, During the first 2 months ;
af our program, over 4,500 referrals of potentia]l firearms violations were made b
to local enforcement authorities. This number continues to mount every day.
During the 3-month reriod of January through March 1986, hundreds of sus- .
nacted violations of cther Fecderal and State or local laws were referred to
the proper agencies, : P

i There is little doubt that these referrals will increase as time goes by. Lo
(‘riminal activities are usvally intermingled and, as a result, it is impossible |
for the investigator 10 work on one phase of the criminal’s activity without
being‘ exposed to evidence of other violations by the same individual or by
associates, Many of these violations will ba of local or State laws, Failure to
pravide a complete and immediate renort of any information to the responsible i
putborities wonld constitute a dereliction of duty on the part of any law en- P
forcement officer, b

|
| COCPERATION WITH OTHER FEDERAT. AGENCIES
,! There has always been cooperation hetween the Division and other Federal Cod
lIaw enforcement agencies. The Recret Serviee has drawn npon onr men many
itimes for additional manpower to provide protection to the President or other
idignitaries. T have mentioned earlier the wse of nur investigators by the Infel- i
i‘ligence Division, For years we have worked closely with investigative personnel |
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of the U.S. Bureau of Customs on cases where firearms are being smuggled in
or out of the United States. The latest case of thig type in which customs
agents moved side by side with A. & T.T. investigators concerned the movement
of automatic weapons from Canada into the United States where they were sold
to one of our undercover men. Last year we assisted postal authorities in unveil-
ing a large mail fraud ring where firearms were offered for sale. Requests for
the importation of weapons requires us to be in almost daily contact with
State Department officials.

Within the Department of Justice, the Organized Crime and Racketeering
Section has provided the Division with continued support and guidance, The
section has, on many occasions, assigned one of its members to assist us in
the development or prosecution of a case. The trial of James E. “Bookie” Turner
in Chattanooga will be conducted by a special prosecutor from the Organized
Crime and Racketeering Section. In one of our investigations of a crooked sheriff
in the South they supplied us with the services of an attorney who was an ex-
pert in the legalistics of granting immunity to witnesses during our presenta-
tion of the case to the grand jury. Presently, the section is supplying our field
personnel with invaluable intelligence on syndicate members under investiga-
tion. This intelligence, collected by the section from varied sources, supplements
that which we have gathered and enables us to do a more effective job.

IDEAS FOR IMPROVING ENFORCEMENT

(1) Overcoming public apathy

The most difficult obstacle facing all law enforcement agencles today is the
public apathy toward crime and the law violator, This has sounded so often
lately that many persons arc beginning to believe that the obstacle is insurmount-
able. Such is not the case. The enforcement of the liquor laws has been handi-
capped by public apathy since Civil War days. Moonshining and bootlegging has
too often been accepted as a way of life, We were aware that we had to break
through this wall of complacency if we were to make substantial headway in
controlling the nontaxpaid liguor traffic. In 1957 we initiated a vigorous pub-
licity campaign designed to alert the public to the dangers of moonshine whisky,
both ingofar as consumption was concerned and the relationship between moon-
shining and other crimes. Wide distribution was made by the investigative force
of well-designed and eye-catching posters. (Attachment No. 6.') But even this
did not have the desired effect of reducing the number of moonshine violations.
With the moonshining problem centered in the Southeastern States, the Divi-
sion embarked on a drive in 1961 designed to drastically reduce the illicit liquor
traffic in a given State as a test measure of an enforcement effort built around
the support of the honest citizen and local law enforcement officer. South Caro-
lina was the State selected for a number of reasons:

(1) Taxpaid liguor could be purchased in every county of the State =0
a measurement of our success or failure could be made;

(2) The State was one of the top five States in the United States in the
production of illicit whisky ; and

(8) A good rapport had been established with the State liquor enforcement
authorities. We also found that the prosecuting officials and the courts were
aware of our problem and receptive to our plans,

Our personnel studied the problem and decided that no criminal activity could
endure for long if it did not have the tacit support of the people. It was apparent
that the public could change a criminal activity if they were nmade aware of its
scope, dangers, and possible effects on them. A program was planned to alert
the public to the size of moonshine operations with the attendant tax frauds, to
the dangers of consuming moonshine whisky with its often lethal content of
lead salts and to the effect that the blight of moonshine whisky has on a com-
munity. To project our message, we enlisted the help of movie stars, famous TV
personalities, race car drivers, professional ballplayers and other notables in
many fields. We secured from these persons recordings which warned of the
possible deadly effects of moonshine whisky, the fantastic profiteering by erimi-
nals from the illicit liquor traffic and the deplorable social effects that resulted
from this criminal activity. All of these recordings were obtained at no cost.

We began to broadcast these messages from almost every radio station in South
Carolina on a public service basis, again at no cost to the Government. Every
possible means of alerting the public to the moonshine problem was utilized.

1 Attachment retained in the files of the subcommittee.
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Investigative personnel took every opportunity to speak before civie groups,
student assemblies, and olice officers where the program was outlined and
handputs given to the aidience. (Attachment No., 7 y.! The South Carolina
Medical Association endorsed our program wholeheartedly. Television stations,
newspapers, and magazinas cooperated in publishing the message. The educa-
tiondl television network ETV) in the State, with the sanction of the Governor
of S¢uth Carolina, made and played an hour-long documentary on the subject.
Bunper stickers, billboards, and bus placards were common throughout the State
with the universal theme that “Moonshine is Poison.” Exhibifs were set up at
the State fair where thousands of people viewed them. (Attachment No, 8.)

A ghifting of investigat ve manpower from other areas of the country where
we had achieved a great¢r measure of success in curbing the illicit traffic in
liquo;r enabled us to mor: than double our manpower in South Carolina. In
addition, we were gratified” with the increased support from State and lecal
authorities: i .

The results achieved srere startling., The estimated production of illegal
whisky in South Carolina dropped 80 percent, in large part because the normal
consumer had been reached by our public information campaign and wounld no
longer buy “moonshine.” The sales of taxpaid whisky soared as did the revenue
from! these sales. The pullie in general viewed with disfavor and disgust the
manufacturer and peddler of moonshine whisky, The effectiveness of the pro-
gram; was reflected in the attitude of the Juries toward liguor violators.

In {Columbia, 8.C., the police department attributed a decline of 71 percent in
homipides in the city for a 8-month period in 1965 as. compared to the same
period in 1964 to the closing down of moonshining activity in the State. Other
police agencies throughott South Carolina reported similar trends. It is an
accepted fact that illegal establishments peddling moonshine whisky are the
hub of many other criminal activities. Narcotics, stolen property, illegal fire-
arms, prostitution are only a few of the crimes assoclated with these places.
Fights and murders are common. All police agencies noted reductions in vio-
lations of this nature as these places closed.

I believe continued nationwide appeals to the citizens of this country to bring
the facts of crime home to the individual, to deglamorize the criminal, and to
portray the police officer in his true role as defender of law and order, should
be used in the fight on cerinie. I do not suggest that crime can be eliminated in its
entirety in this country by a public information program but an exposé on “or-
ganized crime’” and its so-called respectable members similar to the one in South
Carolina on the “bootlegger” would go a long way toward arousing the citizen
to action, both by involvement on hiz part-as well as by his support of constituted
authorities. The greatest imnpact of such a public information program would be
on the “crime in the streets” which is of greatest concern to Jobn Q. Public today.
The action of the Chicago Police Department, as told in the recent articles in
the Washington Post entitled “Crime-Busting Citizens,” is a good example.
( Atta%chment No. 9.Y)

(2) I?ngenuity in law enforzement application

The law enforcement oficer today is confronted by such a changing climate
involving his day-by-day responsibilities that he must constantly change his meth-
ods and devise new technicues if he is to achieve his objectives. Progressive and
creative thinking is a must if we are to increase the effectivness of our fight
against crime. I will cite a3 one example of such creative thinking the efforts of
our investigators in Chicajro in May 1966 when they took it upon themselves to
lay the groundwork for a sories of conferences between leaders of Chicago’s large
juvenile gangs and the U.8. attorney in an effort to alleviate the tension created
by the existence of these well-armed youth gangs and their defilance and dis-
respert for law and order in that city. The conferences were coordinated with

t Attachment retained in the fileg of the subcommittee,
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the Chicago Police Department Youth Bureau and civic 1éaders of the South
Side of Chicago where the gangs were centered. The thrust of our confrontation
with the groups was to exhort them to voluntarily surrender their weapons to
the U.8. attorney or alcohol and tobacco tax investigators under the promise
of immunity from prosecution, to advise them of the penalties of the law for the
possession of such weapons and to try to convinee them to refrain from acquir-
ing additional weapons. This was the first time the preventive approach had
been used with youth gangs in the firearing field .and a sizable number of fire-
arms, including sawed-off shotguns, sawed-off rifles, and other National Fire-
arms Act weapons were turned in along with knives, razors, chains, and other
weapons. Considerable interest was generated on the part of the public, local
agencies, and the press. Valuable insight was gained as to the problems of these
teenage gangs.

We are proud that we have pioneered in another area of progressive thinking
by a Federal agency in law enforcement with the formation of our “metro
squads” in most of the major cities in the South. Here we found as many as four
separate law enforcement bodies addressing themselves to enforeing the liquor
laws, each at their own level. We proposed that a representative from each
ageney—the city, the county, the State, and the A. & T,T.—meet as a single unit
with a common purpose of combating the illicit liquid traffic. F'or the first time
in our experience, separate agencies were asked to put aside their jurisdictional
jealousies and .bond themselves together into a hard-hitting enforcement body
through a mutual sharing of intelligence data, investigative techniques, and
available manpower. All information pertaining to liquor violations in the city
are funneled to the metro squad for whatever action they deem necessary. The
squad, headed by an experienced A. & T.T. investigator, is made up of fully
qualified officers from each of the participating agencies. The results have been
a unified approach-to an enforcement problem of interest to each enforcement
agency in the city and local officers, at first wary of the approach, are now
becoming more and more aware of the value of combined efforts.

The current project .sponsored and directed by the Organized Crime and
Racketeering Section of the Department of Justice, where top-level agents from
Federal law enforcement agencies are joining hands in perfecting criminal cases
against predesignated members of organized crime, is a step in this same
directlon. I believe the technigue can be applied at the local level in other fields
of criminal activity provided that appropriate single sponsorship will be found
and accepted. But the success of any such unit will depend on how well each
agency can concern themselves with the enlarged objectives of the joint venture.

(8) Analysis of forensic evidence

Current activities of the courts regarding the protection of the rights of the
individual dictate the need for reliance on the rapid developments in the forensie
geientific flelds. The Alcohol and Tobacco Tax Division laboratory has made
-outstanding contributions in this field. Staff scientists have worked in conjunc-
tion with the Atomic Energy Commission in the adaptation of neutron activation
-analysis to eriminal evidence. We have accepted many requests from State and
local police departments to assist in developing evidence in their cases through
such analysis, with the result that several crimes of violence—murders, rapes,
etc~—~have been solved. It ig apparent that all law enforcement officers must
take advantage of this and other techniques in the field of forensic evidence.

In closing, I want to say that in my opinion we can gain the upper hand in
our war on crime. However, it will require enlightenment and action on the
part of the individual citizen as well as increased cooperation by all levels of
governmental authorities. I want to emphasize that I am not suggesting any
change in jurisdiction or respongibility on the part of any cooperating agency.
I am suggesting that by pooling our intelligence and by utilizing our resources
on a coordinated basls, we can increase the sum of our individual endeavors.
Our own experience has yielded gratifying results from each of these two
methods. I want to thank the committee for this opportunity of meeting with you.
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(Attachments Nos. -4, 6-9, have been retained in the subcommit-
tee’s files. Attachments Nos. 5 and 10 are as follow:)

-

ATTACHMENT No. §

U.S. TEEASURY DEPARTMENT, INTERNAL REVENUE SERVICE

MANTAL SUPPLEMENT
(November 28, 1966)

THE ALCOHOL AND TOBACCO TAX DIVISION'S PARTICIPATION IN THE ORGANIZED CRIME
DRIVE
Sectijon 1. Purpose

This Supplement sets firth guidelines and general procedures regarding the
Alcohol and Tobacco Tax Division's participation in the Organized Crime Drive.

Section 2. Background

.01 The Alcohol and Tobacco Tax Division consistently has provided material
assistance in the Organized Crime Drive operations conducted by the Service
sineé January 1961. It will continue to do so.

.02 On May 5, 1966, Prasident Johnson stated : “The campaign against racket-
eering must not only be coatinued, it must be accelerated.” The following Alcohol
and Fobacco Tax Divisior. functions in the Organized Crime Drive are designed
to implement this directive of the President.

Section 8. Objective

.01 The objective of tlie' Aleohcl and Tobacco Tax Division functions in the
Organized Crime Drive is to suppress criminal activities in the United States by :

1 | Perfecting criminal cases against highly-organized groups engaged in illicit
liquor or {llicit aleohol con inuous-process distilling operations in the Southeastern
and é\I ortheastern sections of the country. The selection of these groups is confined
to those whese operation:; are of such magnitude as to constitute a substantial
fraud on the revenue.

2 i Perfecting criminal cases against the racketeering element having concealed
interest or control In res:aurants serving wine, beer or liquor: taverns; night-
clubs; wine, beer and liquor distributorships; or any other activity of the legal
wineg, beer and liquor industries.

3 | Perfecting criminal cases regarding firearms possession or firearms trangfer
violations by hoodlums and racketeers.

4 i Perfecting criminal cases against public officials who aid and abét the
eriminal element in violaiing laws coming within the jurisdiction of the Alcohol
and {Tobacceo Tax Divisior

5 ! Perfecting criminal ¢ases against hoodlums and racketeers who occasionally
or coincidentally while eonducting other illegal activities violate the laws enforced
by the Alecohol and Tobacco Tax Division.

6 | Assisting other law enforcement agencles in their efforts to combat and
supnpress crime.

7 ' Furnishing particul: r assistance in the suppression of crime in the follow-
ing freas listed by the Atiorney General of the United States as requiring special
attention: New York, P:ttsburgh, Philadelphia, Boston, Miami, Tampa, New
Orleans, Chicago, Kansas City, Detroit, Los Angeles, Las Vegas, Cleveland and
the Btate of New Jersey.

Section 4. Achieving the objective

.01 The objective of the Alecohcl and Tobaceco Tax Division functions in the
Organized Crime Drive will be achieved by :

1 - Vigorous investigation of selected syndicates, combines and conspiracy
groups engaged in illicit 1ijuor and illicit aleohol activities.

2 | In-depth examinaticn. and investigation into the business operations of
restaurants gerving wine. heer or liquor: taverns; nightclubs; wine, heer and
liguor distributorships; and other activities of the leral wine, beer and lignar
industries which are suspected of having concealed racketeer interest and
control.

3 | Intensive investigat on of selected hoodlums and racketeers suspected of
violating the provisions of the National and Federal Firearms Acts.

I
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4 Tactful and vigorous investigation of selected public officials to detect and
expose through prosecution the liquor and firearms violation conspiracies in
which these corrupt holders of public trust have been and are involved.

5 Prompt investigative follow-up of information that racketeers normally
engaged in activities not coming within the jurisdiction of the Aleohol and
Tobacco Tax Division have committed or are committing liquor or firearms
violations.

6 Furnishing information regarding local firearms violations discovered
through the Firearms Record Inspection Program to appropriate State and local
law enforcement agencies to assist these authorities in their efforts to combat
crime in the streets.

7 Furnishing information discovered in the performance of activities de-
geribed in Sections 4,011 through 4.016 of suspected violations of laws not
enforced by the Alcohol and Tobacco Tax Division to the appropriate Federal,
State and local law enforcement agencies.

8 Continuation of assistance and manpower and equipment assignments to
other law enforcement bodies requesting such aid in their campaigns against
crime, particularly those agencies which are engaged in suppressing crime in
the areas listed by the Attorney General of the United States as requiring spe-
cial attention (see Section 3.017).

Section 5. Organized crime drive cases

Alcohol and Tobacco Tax Division Organized Crime Drive cases are those
cases initiated and conducted to achjeve the Drive’s objective and which provide
a reasonable basis for concluding that further investigation may develop suffi-
cient evidence on which to base recommendations for prosecution of the subjects
involved.

Section 6. Responsibilities

.01 The Assistant Regional Commissioner, under the direction of the Regional
Commissioner, is responsible for the administration of the Aleohol and Tobacco
Tax Division’s operations in the Organized Crime Drive in his Region.

.02 The Chief, Enforcement Branch, is responsible for the prompt and thor-
ough investigation of persons coming within the purview of the Drive in his
Region.

.03 The Chief, Enforcement Branch, is responsible for maintaining liaison
with the Regional Coordinator, Intelligence Division; the United States At-
torneys ; the attorneys assigned in the field to the Organized Crime and Racketeer-
ing Section of the Department of Justice; other Alcohol and Tobacco Tax re-
gional offices ; and the National Office.

.04 The Chief, Enforcement Branch, or the Supervisor in Charge, whichever
is charged with the immediate supervision and control of a particular Organized
Crime Drive investigation, is responsible for the guitability of the personnel as-
signed to that investigation.

.05 Upon reeeipt of an Organized Crime Drive number for an assigned in-
vestigation in his area, the Chief, Enforcement Branch, will notify the Regional
Coordinator, Intelligence Division, of the issuance of such number, the identity
of the purported violator, the nature of the alleged offense, and such other in-
formation pertaining to the investigation as is necessary for coordination
purposes.

Section 1. Procedures

.01 The Chief, Enforcement Branch, immediately will review the region’s cur-
rent inventory of investigations, and employing the criteria set forth in Sections
3 and 5 above, will determine which of these investigations warrant inclusion
in the drive.

.02 On or before January 1, 1967, the Chief, Enforcement Branch, will for-
ward, through the Assistant Regional Commissioner, a request to the Director,
Attention: CP:AT:EQ, for an Organized Crime Drive control number for each
investigation which the region desires to have included in the Drive. Each request
must set forth in detail the basig for having the investigation so identified in-
cluded in this activity.

.03 The National Office will review each request to determine if the suggested
investigation meets the criteria set forth in Section 8 above, and to determine
whether the subjects named in the request warrant inclusion in the Drive’s ac-
tivitles. Following this review, the Director will issue an Organized Crime Drive
control number and assign the case for investigation under the auspicies of the
Drive, deny the request as not suitable for the Drive’s purpose, or return the

_request for further information.
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.04 When suspected or known violations arise after January 1, 1967, where
the?subjects involved warrant cousideration for inclusion in the Drive’s activi-
ties, the procedures set forth above will apply. However, preliminary investiga-
tion, prior to referral to tlie National Office, must substantiate that the case meets
the Drive’s criteria and jrovide a reasonable basis for concluding that further
investigation may develop sufficient evidence on which to base a recommenda-
tion for prosecution of the subjects involved.

.05 When the Nationat Qffice receives information or a request coming within
the scope of the Drive froin the Office of the Attorney General or other. responsible
authority, an Organized Crime FErive control number will be assigned to the
matter and the case will be referred to the appropriate region(s) for investi-
gation. : :

.06 The security prov:sions pertaining to the transmission and disclosure of
information regarding sensitive cases shall apply to the fullest extent to Orga-
nizéd Crime Drive investizations. :

.07 All journeymen specdial investigators will be available for assignment to
Organized Crime Drive activities.

.08 Before personnel jutside of the Aleohol and Tobacco Tax Division are
assigned to an Organized Crime DIrive investigation under Alcohol and Tobacco
Tax Division’s control, their suitability for such work will be discussed and
cleared with the Regiontl Coordinator, Intelligence Division.

.09 On the last working day of each month, Form 4200, Investigative Progress
Report (Report Symbol NO-CP:AT-101), will be prepared for each Organjzed
Crime Drive case which 1ad not been closed by the first of that month through
prosecution or administrative action. ] :

.10 The Assistant Regional Commissioner will forward to the Director, At-

tention: CI’:AT:HO, a Form 4200 copy, to be received by no later than the 5th
work day following the reported month, for each Organized Crime Drive case
in his Region which had nat.been closed by the first of the reported month through
progecution or administration aetion. o " .
.11 The Agsistant Regional Commissioner will furnish the Director with an
OrganizedCrime Drive situation summary report following the close of each
quarter of the fiscal year A copy of the report will be furnished to the Regional
Coordinator, Intelligence Division, for information and coordination purposes.
12 EBach Organized C:ime Drive situation summary report should include the
follpwing information:

1 The number of investigations opened and closed during the quarter,
and the number of inrestigations currently on hand.

2 Definite accomp ishments and achievements made in assigned Investi-
ga(t)tlions during the quarter, particularly in the areas specified in Section

.017. . )
! 8 The number of persons arrested during the quarter as the result of
i the Drive.
;4 The number of rersons recornmended for prosecution during the quarter
as the result of the Drive.

5 The results of (rganized Crime Drive trial actions during the report-
ing period. .

8 The number of information referrals made during the reporting period
to Federal enforcemnt bodies (i.e.: the Intelligence Division, Federal Bu-
reau of Investigaticn, Bureau of Narcotics, Secret Service, etc.) and to
State and local law er forcement agencies.

7 Problems encountered during the reporting period in conducting the
Drive.

. - 8 Anticipated problems in conducting the Drive.

.13 When the Assistal.t Regional Commissioner determines that an Organized
Crime Drive investigatioa should be closed without prosecution, he will furnish
the Director, Attention: CP:AT:EO, with the original and one copy of a memo-
ranlum report setting forth the reasons why the investigation should be ter-
minated. The investigation will not be closed until the Assistant Regional Com-
migsioner receives notifization from the Director that termination of the in-
vestigation is authorized. -

14 When an Organized Crime Drive investigation culminates in an Aleohol
and Tobacco Tax case Leing recommended to the United States Attorney for
prosecution, the case report shall carry a regular Alcohol and Tobacco Tax case
number with the Organized Crime Drive control number appearing in paren-
thedes as a suffix to thst number. The Assistant Regional Commissioner will
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furnish the Director, CP:AT:EQ, with two copies of the report upon its
completion and approval. S

.15 The time expended by special investigative personnel on the Organized
Crime Drive activitiey outlined in this Supplement will be combined and
recorded with the other time expenditures under the appropriate items (firearms,
legal liquor, illicit liquor, etc.) appearing on page 2, Form 2300, Regional Alcohol
and Tobacco Tax Monthly Operations Report (Report Symbol NO-CP:AT-7).
In addition, notation will be made at the Hottom of this form as to the numbeyr
of special investigative man-hours spent on Organized Crime Drive activities
during the reported month. This data may be obtained from submitted Forms
4200. Previous instructions relative to reporting time expenditures of personnel
detailed to the Intelligence Division for Organized Crime Drive purposes remain
in effect.

16 The intensive nature of Organized Crime Drive investigations may
require above-normal expenditures for premium pay, regular travel, or materials
and facilities that cannot be absorbed within allotted funds. If the Regional
Fiscal Management Officer and the Assistant Regional Commissioner find this
to be the case, requests for additional funds to pay for the above-normal costs
of these investigations should be made. (8ee Manual Supplement 15R-10 (Rev.
1), C.R. 94R—4 (Rev. 1), dated July 25, 1963, entitled “Funding Organized Crime
Drive and Other Special Projects.”) Amounts needed for premium pay, regular
travel,-and each object class of materials and facilities should be identified.

Section 8. Procurément of forms

An initial supply of Form 4200 will be forwarded without requisition. All
future reguirements will be obtained through normal procedures,

Bection 9. Bffect on other documents
) IRM 7100, 7200, 9400 and 9500 are supplemented.

DdNALn W. BAcoN,
Assistant Commissioner (Compliance).

U.8. TREASURY DEPARTMENT, INTERNAL REVENUE SERVICE
‘MANUAL SUPPLEMENT
(April 11, 1967)

THE ALCOHOL AND TOBACCO TAX DIVISION’S PARTICIPATION IN THE ORGANIZED
L CRIME DRIVE
Section 1. Purpose

The purpose of this Manual Supplement is to amend the instructions for the
breparation and distribution of Form 4200, Investigation Progress Report (Re-
port Symbol NO-CP:AT-101), and the distribution of the Organized Crime
Drive situation summary report.

Section 2. Procedural Changes to Basic Manual Supplement

.01 Section 7.09 is amended to read as follows:

“On the last working day of each month, Form 4200, Investigation Progress
Report, will be prepared for each Organized Crime Drive case which had not
been closed by the first of that month through prosecution or administrative
action.” .

.02 Bection 7.10 is amended to read as follows :

“The Assistant Regional Commissioner will forward to the Director, Atten-
tion: CP:AT:EO, two copies of the prepared Form 4200 to be received by no
later than the 10th workday following the reported month for each Organized
Crime Drive case in his Reglon which had not been closed by the first of the re-
ported month through prosecution or administrative action.”

.03 Section 7.11 is amended to read as follows:

“The Assistant Regional Commissioner will furnish the Director, Attention:
CP:AT:EO, with an Organized Crime Drive situation summary report (Report
Symbol NO-CP :AT-102), following the close of each quarter of the fiscal year,
the report to be received no later than the 15th workday following the close of
the quarter. A copy of the report will be furnished to the Regional Coordinator,
Intelligence Division, for information and coordination purposes.”
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Sec'titm 3. Effect on Othe” Documents
This Manual Supplement amends Section 7.09, Section 7.10 and Section 7.11 of
Manual Supplement 72G-48, and C.R.'s 71G-17, 94G-32 and 93G-22, dated Novem-

ber| 28, 1966.
HaroLp A. SERR,

Director, Alcohol and Tobacco Taw Division.

ArTacEMENT No. 10

U.S. DEPARTMENT OF JUSTICE,
Washington, D.C., December 10, 1959.

DwieHT E. Avis, Esq.

Dinector, Alcohol and Tohacco Tax Division,

Internal Revuene Service, Washington, D.C.

Drar Mg, Avis: We Lave receatly been advised of the sentences imposed in
the case of United States v. Mazzio, et al,, in the Fastern District of Pennsylvania
and of the convictions obtained in the case of United States v. Barbone, et al.,
in the District of New Jersey. We know that you will agree with us that these
are important convictions and will have far-reaching effect on syndicated illicit
alephol operations in the Philadelphia-New Jersey area.

We in the Organized Crime and Racketeering Section have followed these
cases with some interest and are most gratified with the results. It is our belief
that your agents who coaducted the investigations leading to these prosecutions
ard deserving of commen lation.

In fact, we note that your major violators program has begun to show excellent
results and that there ure at least gix cases now pending in New Jersey and
Brooklyn against large-icale moonshine syndicates. You may be sure that the
efforts of your Division in this program are greatly appreciated and that the
cases now pending will ;eceive the prompt and vigorous prosecution which they
warrant,

i Sincerely,

MarLcoLM R. WILKEY,
Assistant Attorney General,
Criminal Division.
By WiLLtaM G. HUNDLEY,
Chief, Organized Crime and
Racketeering Section.

Mr. Sere. May I say, before I start in on the summary, that I have
with me Mr. Thomas Casey, the Chief of our Enforcement Branch,
and he is directly responsible for the so-called enforcement work in
our Division. I also have Mr. John McCarren. He is with the Alcohol
and Tobacco Tax Division of the Chief Counsel’s Office. And he is
our legal adviser in tle national office.

Now, the statement I had prepared here follows fairly closely the
lefter we received from you. We tried to outline the background and
thp results that we heve obtained in the past, the cooperation, our rela-
tionship with other a;zencies and so on.

Mr. FasceLn. Why don’t you touch on each of those points.

Mr. Serr. Fine.

We are a division :n.the Internal Revenue Service, just like the In-
telligence Division. Much that Mr. Kolar has said to you also applies
toithe Alcohol and Tcbacco Tax Division.

In the statement you will notice that we confine ourselves to the
operations of the Alc>hol and Tobacco Tax Division.

'We do work closely with the Intelligence Division, our people in
the field work with one another on cases back and forth. So that phase
of our cooperative ef’ort is not highlighted in our statement. I wanted
to:point that out.

Our Division is responsible for the enforcement of the laws relating
toiliquor, tobacco and firearms, Within it, we have two principal func-
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tions. One ig‘the collection and control of the industries, the: legal in-
dustries, they pay taxes on liguors and tobacco. This is a substantial
portion of the work of the Alcohol and Tobacco Tax Division.

The second part of our work has to do with the detection of viola-
tions of law relating to liquors, tobaccos, and firearms. .

It is this second part that we came here to discuss thismorning.

Insofar as organized crime is concerned, our contact with it goes
back particularly into prohibition days, when organized crime really
took over the so-called liquor business in this country, and became
one of the most lucrative businesses there was.

Mr. Fasoprn. Mr. Serr, you are not playing reruns in your office,
are you? ‘ . ,

Mzr. Serr. No, sir—I trust not.

Mr. Epwarps. Was Elliott Ness a part of your section?

Mr. Serr. Yes, sir. He was one of our people. We have a lot of in-
teresting cases.

I want to point out that our work in liquor control involves a good
many cases. Last year, for example, we made over 7,500 cases. We
seized more than 5,000 illicit distilleries, and arrested over 6,000 in-
dividuals.

Mr. Fascerr. Right there—may I inquire? Was there any evidence
of an organized crime effort in these illegal or illicit distilleries?

Mr. Serr. There are organizations at work on an organized basis,
that is right. And we have tried to pick those out and highlight those
as so-called organized crime cases, right.

Altogether, we have a little under a thousand investigators in the
field to do our job for us. We think we have them well trained. They
have a tough job, they have a dangerous job. But we think we have
got a force that has good morale, is mobile, and does what the job
requires.

I think we should move along. I have tried to highlight over the
llXears some of the important types of criminals and gangsters that we

ave run into.

Mr. Fascerr. How about picking one out of your most recent
notorious cases?

Mr. Serr. Well——

Mr. Garracuer. Whatever happened to Joe Valachi?

Mr. Serr. He is not one of ours. No, he is not one of our violators.

Mr. Gavnacuer. He got alot of good coverage.

Mr. Serr. Tetme come to that in just a minute, Mr. Chairman.

Mr. Fascern. Allright. o

Mr. Serr. Let me first say that during the early organization of the
organized crime program, under the Department of Justice, we partici-
pated in it informally. For about 5 or 6 years we worked informally
with the Intelligence Division and with the Department, of Justice.

Last November we formalized our own procedures, and T have
attached as one of the exhibits a manual supplement, 72-G—48, which
clearly defines the organized erime program as it is condueted in the
Alcohol and Tobacco Tax Division. o )

We have outlined the types of cases we consider falling within this
“category, and we have spelled out the f?rocedures, both in our shop,
the Department of Justice, and in our field offices,

T might say since we have formalized this program, we have orga-
nized 928 investigations, all recognized by the Organized Crime and

78-508—67—pt. 1—T7
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'Ra:cketeering‘ Section of the Department of Justice; as falling within
the concept of an OCI ! case.

Tour of these are large moonshining operations in the Southeast.
Thirteen of them involve syndicated ownership, hidden or otherwise,,
in the retail industry.

Mr. FasceLr., Let 1ae review that for just a minute. What was the
majjor part in the Southeast

Mr. Serr. Illicit distilleries.

541'9. Towarps. Is thiat because we have the best or the worst or the
maost ¢

Mr. Serr. Well, sonetimes we think it is the most. T am sure if you
saw some of the hidden otills that we find in the woods, sometimes
with dead pigs floatiag In the mashboxes and rats and vermin of all
kihds, people would not, think what they bought from the moonshiner
was at all in the categ ory of desirable merchandise.

Mr. Gavnacrer. There should be truth in the packaging.

Mr. Sxrr. We wou d like to add that to one of t%e requirements for
meonshiners. o

Mr. Fasceur. Most of the illicit distilleries are in the Southeast ?

Mr. Skrr. Yes, sir, about 75 percent.

Mr, Fascerr., Of taat 75 percent, what is the percentage in Florida 13

Mr. Sere. Florida is not high on the list. It is pretty well down
the list. We have worked with the local people, and have it fairly
well cleaned up. Our big States down there today are Georgia and
Alabama.

iMr. Epwaros. I have even run across a few of them campaigning.

‘Mr. FascerL. Mr. Serr, you made reference to organized crime
elements in—-

‘Mr. Serr. In the retail and wholesale end of it, yes. In order to get
inito the liquor business, a person has to come to our organization,
make an applicatior.,, and for the most part get a permit. Now, this
id not true in the retuil end. We find that many racketeers try to invest
their money in the rotail dissribution of liquor, use that as a front and
a$ a legitimate mea1s of conducting additional operations. Many of
these places serve as mecting points for mobsters and others. And
to the extent that ve can harass the criminal element and get them
out of the legal liquor business, we direct our attention to that end.

- Mr. Fascrrr. Now, most States have laws with respect to licensing
£ both retail establishments and wholesale establishments which pro-
Hibit anybody with 1 eriminal record from owning a license or actually
aving an agent or {rustee or front for a license.

Mr. Serr. Right.

Mr. Fascern. How do you cooperate with States agencies with
espect to the enforiement of the State law, if youdo?

" Mr. Serr. Well, we cooperate to the extent that they must disclose
in their application for a special tax stamp who the actual owners
are. Usually we finc. in these situations they do not do that.

So we have a legitimate reason for working on a person who is
suspected of being in-a retail establishment unlawfully.

' We know that tle States, as you pointed out, have similar require-
inents, and we generally try to get together with them, and any infor-
mation they have vwe try to get, and any information we have, we try
to exchange with them. Our obiective is to bring cases against undis-

¢losed racketeer owners. ‘And if we can prosecute them under & Fed-

o

o nd

et

)

|
Appr?ved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8
!

|
I




Approved For Reléase 2002/05/08 : CIA-RDP70B00338R000200020060-8
THE FEDERAL EFFORT AGAINST ORGANIZED CRIME 95

eral charge, we take them to Federal court; if the best means of
prosecution is in the State courts we prosecute there, or through admin-
istrative action, either ours or in the State. We work it that way.

Mz, Fascerrn., There is no requirement now for the States, except
simply on a cooperative effort, with your unit, to make any informa-
tion available to you, is there?

Mr. Serr. That is correct.

Mr. Fascerr. That is for retailers and wholesalers—because you
have no jurisdiction.

Mr. Serr. We have no jurisdiction in the licensing of retailers.
Wholesalers do get permits from us.

Mr. Fascern. It is from the special permit that you get the
information ?

Mr. Serr. And special tax stamps—right.

Mr. Fascerrn. Thank you, go ahead.

Mr. Serr. I might point out—1I think interest was expressed about
public officials in the OCD category. Three of our current OCD cases
fall within this category. As I pointed out in my statement, the most
notable is a bootleg ring headed by a Mr. James E. “Bookie” Turner,
Police Commissioner of Chattanooga, Tenn. He is under indictment,
and the case is now awaiting trial.

There are others.

Mr. Fascerrn. I notice you mention the Chillingsworth case in your
statement, too.

Mr. Serr. That is true. This was a subsidiary part of a wider
investigation of a larger bootleg ring down in the South.

Mr. Fascrrr. You also mention something about illegal gunrun-
ning, with respect to furnishing guns

Mr. Sexr. For the Cubans—right. We also enforce Federal and
national firearms laws.

Mr. Gavvaciier. Mr. Chairman.

Mr. Fascerr, Mr. Gallagher.

Mr. Garracner. May I ask a question at that point. I have been
reading your statement here, and I notice that you have got quite a
bit to do about firearms.

Mr. Serr. Right.

Mr. GarracguER: Do you take an interest in the large-scale gun
selling that apparently is going on in many areas of the country
right now-—people who do not have such exotic names as “Alky
Sam” or “Laucky Louie.” Or some of the names you have here—just
plain, well-meaning, allegedly well-meaning, people who are in the
gun business today.

Mr. Serr. Now, if T understand your question—are we interested
in people who sell guns, or buy guns generally?

Mr., GALLAGTTER. Are you, (¢) interested— (%) are you doing any-
thing about it ? Even though it does not come under the exotic headings
of this thing, it would seem to me this poses a tremendous problem.

Mr. Serr. It does.

Mr. Garragraer. For instance, I know of an area that has been
reported to me, and I do not know it to be factual or not—one small
area, there has been 300 carbines sold by a fellow very large up in
so-called veterans circles. They are made in the United States. I
dn not know whether they are made correctly or not. T am iust
wondering who takes a look at this, and what the purpose of it all is.
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Mr. Serr. Well, certain guns of course are legitimate. Under Fed-
ergl law anyone can huy them and sell them. And we have laws that
classify certain guns into categories where they are taxable whenever
thrly are transferred. We have other laws that require certain record-
keeping operations.

Now, these laws are designed basically to keep guns out of the-
hands of criminals.

Mr. Gatacurr. Well, shouldn’t we also keep the guns out of the
hands of nuts?

Mr. Casey. I might answer that, Mr. Gallagher. We are increas-
ingly getting involved with certain paramilitary type groups.

Mr. GArLAGHER. Y 28, exactly.

Ir. Casey. We have infiltrated the Minute Men. We have convicted
recently the head of that, DePugh. He is out seeking an appeal on
that now. We have jst recently arrested William Thorensen the son
of |a millionaire, and a millionaire himself, in California, who has
anjassed an arsenal. We are very much on top of this, and very much
involved in this. There are certain segments of our society today who
have joined forces to establish vigilante type groups. In the South we
ar¢ having much activity down there with the Klan, obtaining guns.

Mr. Gatragaer. Notonly the South. The North.

Mr. Casey. Yes, sir. You had your Minute Men group in New York.

1. GALLAGITER. Yes—up in Jersey, where evidently there are a
great many people who discuss quite openly the purchase of guns. T am
just wondering whai we are doing about it.

r. St Germarn. Would you yield there for-one question ?

Just yesterday in "Warwick, R.I, T believe it was, a cache of arms
was found. Were you involved in that particular investigation ?

r. CasEy. Yes. We had one yesterday in Michigan, too.

r. St GErRMAIN. Hotchkiss, I think it was.

r. Casey. Yes.
r. Garracurr. What would your estimate be of a number of guns.
in‘i;ossession of not necessarily criminal types, but if you want to

throw criminal types in, fine.
r. Serr. Guns of all types?

Mr. Garragmer. I am talking of nonhunting guns. It could be clas-
sified as shotguns, o1 used for hunting. I am talking about the pro-
Liferation of carbine, Luger sales, machineguns.

Mr. Fasoern. Antisank weapons.

Mr. Garracuer. Thais sort of thing.

%lr. Fascenn, Gatl ng guns.
fol Ié'. Garracrer. There are people you can buy a carbine from:

or $80.

Mr. Casey. Since the end of World War II, with all that military
hardware that was dumped throughout the country, and with the ease
with which you could bring stuff back, we have had a tremendous in-
crease in this area. Congress is aware of it. There are many bills before
the Congress right now that would tighten up these areas. To answer
your question, I do not think anybody could give you an estimate
about the number of guns floating around the country today.

Mr. Gatracurr. Is it possible to give an estimate on gun sales, other
than hunting rifles?

Mr. Casey. That——
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Mr. Garnaeuer. I am talking about the Minute Men kind of opera-
tion, frankly. : :

Mr. Casey. We are right in the middle of that operation. It is a
'vergr loosely knit organization. Anybody can join. I believe when the
raid was made up in New York State, that the president of the or-
.ganization, DePugh, stated he had no connection with that. particular
setup in New York. But we have found that that was not true, We have
‘several pending cases of members of that organization before the
-courts in Kansas City right today. And the interest in guns has seemed
to have increased over the past 10 years. I was amazed at the number
-of gun shows that take place throughout the country.

We were concerned because we were getting information that some
-of these different organizations were using these gun shows to in-
crease the collection, so-called collection. There is a terrifie resistance
-on the part of certain segments of our citizenry to tighten up the gun
laws. And if there were more stringent regulations in this area, it
would help us immeasurably.

Mr. Garracurr. I couldn’t agree with you more; because while we
are talking of one thing, I think a frightening thing that has hap-
pened in this country is the number of people who are manufacturing
guns, selling them to well-meaning people for when the day comes—
Wwhatever “der Tag” is— I am not quite sure. But this business of sell-
ing guns—T am just wondering who is watching it,

Mr. Serr. There are probably more than a hundred million guns in
the country.

Mr. Garragmer. A hundred million guns?

Mr. Serr. Yes, sir. And let us keep in mind that the sale of a gun
as such is not prohibited in Federal law.

Now, there are certain types of weapons, National Act weapons,
‘that require the payment of a transfer tax.

Mr. GarraeaER. What about a carbine ?

Mr. Casey. It should be registered.

Mr. Garragugr. And therefore a person who sells a carbine to an-
-other person is in violation ¢ :

Mr. Casey. Yes, sir.

Mr. Garvacusr. I would like to talk to you about this when this is
over.

Mr. Serr. You are talking about an automatic carbine?

Mr. Garvacanr. Yes.

Mr. Serr. An automatic, yes, should be registered.

Mr. Epwarps. And tax paid ?

Mr. Sere. There is a tax that has to be paid—$200.

Now, in addition to that, convicted criminals or people who have
been indicted are prohibited by law from transporting guns across
State lines.

Mr. Garracaer. I am not talking about the criminals now.

Mr. Serr. To that extent we have a divect responsibility to keep
guns out of certain people’s hands.

Mr. Gavrraeuzr. I am with you on that. I read that, and I thoroughly
concur in it. What I am really worried about, however, is not those
types who, as you say, you go to bed with, and put to bed, and get up
with them at night here—that is a questionable statement, but 1f that
is the way you feel about it, it is all right. I am worried about all of
the people who now—the nuts. You people seem to be worried about
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he criminals taking over, and many people worry about the Com-
nunists taking over, I worry about the nuts taking over the country.
\nd therefore I just would hope that we are putting sufficient em-
hasis on the kind of people who are now selling guns for the day
vhen guns will be needed. And I would tell you this—that there is a
remendous proliferation of this kind of activity going on, for what-
ver purpose—I am not quite sure.

Mr. Serr. We agr:e with you.

Mr. GacnacuER. It may well have to be you will have to call on
\lky Sam and Lucky Louie, and the Gallo brothers, to defend our
side of this thing.

Mr. Serr. We agree with you, and we feel something should be done
4bout it. But up to the present time about the only thing the I'ederal
Government has really been trying to do is fill in the void between
the States. The States basizally control the sale of guns. And we feel
gur responsibility 1t least ought to be to protect one State against
people in another State taking advantage of their situation.

Mr. Garracuer. What I would like—and then I will be quiet, Mr.
“hairman—you have had a long history, a long experience with this
ype of thing—if you could make some recommendations to this com-
mittee on what we can do about this problem. I think it is under-
played. We are not really paying enough attention to it. And I think
it needs the kind o:! a public Telations buildup that some of the other
getivities have gotton,

Mr. Casey. We did not include any of this in the statement because
it was not to the point.

. Mr. GatracuEr. I know it is not to the point. But we got talking
about firearms. I think it is a more significant point than some of the
things we are talkir.g about.

. Mr. SErr. The public relations that has been built up so far has
been a buildup by the NRA.

Mr. Garracrir. What we need is Joe Valachi, so we can polarize
the thinking on this.

Mr. Szrr. Right.

Mr. Fascrrn, Go right ahead, Mr, Serr.

| Mr. Segrr. I did want to point out
. Mr. Fascerr. Before we leave that point—I notice in your state-
ment you say there are six ongoing cases with respect to furnishing of
firearms to syndicite membership. Does this mean they are in the
business, either manufacture, distribution, wholesaling, or are they
just getting a source of supply*

' Mr. Srrr. Making silencers, the gangster-type weapons that are
fised. Our activitiess tend to go away from “organized crime” into the
erime on the street areas, where we supply this intelligence to the
police departments.

" Mr. Fascerr. I was trying to analyze or understand exactly where
the organized crim3 element comes into the firearm picture. Is it man-
wfacturing, distribution, or use?

. Mr. Serr. Well, we had Mannarino. He is an organized crime figure
that was at the Apalachin meeting. Intelligence made a wagering case
aoainst him up in Kensington, Pa. We made a gun case against him.

e was trafficking in firearms, shipping them to the Latin-American
countries. It was during the time that Castro came into being. But
he got in there because there was a buck in it. And he was actually
|
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engaged in gunrunning. We tailed him by airplane, with the Immi-
gration people, and made a case a couple of years ago in Pittsburghon
that individual. But it is very rare that these people, at that higher
echelon in the Cosa Nostra family, or the Mafia; whatever you might
want to call it, will get active in this area. But we do have some active
cases where people in that organization are making the type of weap-
ons that they use to hit these people. Tz :

My, Fasogrr. Thank you. - . o i}

‘Mr. St GermaiN. Mr. Chairman—on this same point—did I under-
stand you to say that some of them are manufacturing firearms and
silencers and what have you? - . Co .

Mcr. Serr. Yes.- - : : : '

Mr, St Germain. As far as organized crime is concerned, I think
you mention in your statement the situation we have in Massachusetts,
where we have about 30 to 32 gangland murders which I personally
feel, and I think many of the people in law enforcement in Massa-
chusetts feel, are part of organized crime, and most of this has to do
with loan sharking. e Co

Now, I notice you mention two successful cases. Do you feel that
we have convicted two murderers? .

Mr. Serr. We— :

Mr. St Germarx. To the best of my knowledge, they have not got-
ten anywhere yet in Massachusetts. : -

My, Casey. Through our inspection program—this is where we go
into the dealers premises and check his records—we have found some
of those weapons that were used. We found one that was used in one
of those murders in Boston. ' :

Mr. St GermaIN. It was up for resale? :

My, Casey. No. It was purchased. They purchased several .38’s—one
of the members of the gang up there went into New Hampshire and
Vermont and those places that have dealerships, and one of them had
a bodyguard, a policeman, from one of those towns up there, and they
purchased seven or eight .38’s, and one of those guns we were able to
trace, and attach it to one of those murders up there.

Mr. St GerMaIN. But to date there have been no convictions.

Mr. Casey. No,sir.

Mr. Serr. In other words, our responsibility did not go to solving
the murder. We came in on the gun angle. And we established that
the gun was brought in—they could not have purchased the gun in
Magsachnsetts—so they went to an. adjoining State that has loose
laws on guns, and bought their weapons, and brought them in.

Mr. Garracuer. All they have to do is join the Minute Men—take
out a membership card in one of these organizations that sell guns,
whether they are in organized crime or not. The availability of guns
is just frightening and appalling.

Mr. Serr. You are right. What we are hoping to do is tighten up,
so that as a minimum, people who purchase guns will be 1dentified
and if they do reside in another State, the thing will be controlled
so that they will have to conform to the laws in their own State.

Mr. GalLAGHER. You mean your organization abides by State bor-
ders? May I commend you as the first organization that has been here
that recognizes State borders. N

Mr. Fascerr. Mr. Serr, do you want to finish?

Mr. St Germain ?
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Mr 81 Geimazn, Pirhaps you would rather not comment on this—
buf; you said you were involved in this latest Minute Man situation in
Rhode Island that developed cver the weekend. '

r. Casgy. Yes, sir.
- Mr. St Gersmain. 'Were these firearms also purchased from out of

the State, out of Rhcide Island, or would you rather not answer that

at thistime? . :
Mr. Casey. I don* have the information, sir, at this time.

Mr. Fasceur. Mr. Serr?. ,

Mr. Serr. I do wa:it to emphasize that we have had very good rela-
tions with the Department of Justice, and the Organized Crime and
Racketeering Section. They have heen of great assistance to us in
su:‘pplying us with information. We look forward to continued good
relations with them.

(If you are interested, I would like to highlight the two suggestions
we have for improvng enforcement. One has to do with overcoming
public apathy. This starts on page 20 of our statement. Qur experience
goes back many yeurs, in our war on moonshining. In many areas
of the country moonshining: was not looked down upon as being too
sérious a way of lie—until the public began to realize that moon-
shining has many aspects to it that are harmful, that the person who
consumes it is riskiig the consumption of liquor that may have lead
salts in it, and be Farmful to his health, that moonshining is a way
of breaking down espect for local laws, and the life in local com-
munities. ind until we could correct this, we were not getting far
in the South.

| We set up what we called “Operation Dry-Up” in the State of South
(larolina, and started quite a public relations campaign. We organized
it—we obtained television and radio scripts without charge and
showed them to th3 public down there. The State also went into it.
They put on a program over their TV stations. We met with many
local organizations. 'Rotary clubs, and went into the schools, met with
the police, developad a campaign to bring to the people the harmful

offects of moonshin'ng.
| We improved otr ‘contasts with all local law enforcement officials.

We put in mory manpower, and within a couple of years,
illegal whiskey prcduction in South Carolina dropped over 80 percent.
IThis, of course, helped in improving the revenues to the State treasury.
They got more mosiey from the liquor than was sold there. Their sales
'of legal liquor increased. We notlced there was a drop in the rate of
icrime. Some of the police officers down there pointed this up. And
jaltogether we find that there is a better climate for law enforcement
iin the State of South Carolina as far as liquor goes. I think it extends
|into other areas, tco.

I We are carrying this kind of a program on in Georgia at the present
|timeé and intend to move into Alabama next.

So that we hope to improve our posture down there.

Mr, Epwarps. May I ask a couple of questions?

| Mr. Fascerr. Mr. Edwards?
M¢r. Epwarps. Can you tell any difference in the number of erimi-

i nals involved in un area where you have legal liquor as
| area where you dc¢ not have legal liquor.
| 4

{

|
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Mr, Serr. That is a kind of a tough one, Mr. Edwards. Naturally
where you do not have legal liquor there is more of a tendency for
someone to come in and fill the void.

Mr. Epwarns. Well, let’s take a State where you have legal liquor
throughout the State. Do you have a real bootlegging problem in a
State like that ? _

Mr. Seer. I think I know what you are driving at. South Carolina,
the State where we started, was open throughout the State. The sales
of liquor were legal in all parts of the State; but you still had some
moonshining. There is a great incentive for moonshining because of
the high prices of legal liquor. And people with low incomes are going
to buy the cheaper product if it is available.

Now, in the States of Georgia and Alabama, where there are large
areas that are dry by local option, you have both incentives—the fact,
that there are no legal liquor stores—you have to go long distances to
get legal liquor, and you have the people who are willing to buy the
moonshine product, So there is certainly a greater tendency toward
the moonshining criminals who move into that area than there is in
other areas, j ‘ ]

The other thing I want to point out-—I hope you will find our efforts
of interest—for example, our Chicago experience, where because of
a very tense situation we worked with the local police and the T.S.
attorney’s office in making contact with the juvenile gangs out there
& year ago, and got thése people to voluntarily surrender guns and
clubs and weapons of all kinds which were simply productive of vio-
lence and lawlessness in the area. '

Mr. Fascrrr. You mean you called these people together and talked
to them, and got them to give tp their weapons ? _ g

Mr. Sere. Right—induced them that it was to their advantage to
g1ve up their weapons, and that we would not prosecute those who had
ilegal weapons. And we were thoroughly successful in getting that
result. So much can be done if ' ‘ s

Mr. Fascern. Was that effort coordinated with the Department of
Justice’s effort which was'going on at the same time to get employment
for these kids ? ‘ ' B :

Mr. Sgrr. I cannot answer that. - . -

Mr. Casey. Noj it was not coordinated, sir. We just took it upon
ourselves through the U.S attorney’s office to see if we could not get
some of these people to surrender these arms, and we gave them im-
munity if they had the type of weapons that came within the purview
of the act. And they surrendered a small arsenal of meat cleavers, axes,
picks, pick handles, and sheath knives, and we did get soveral weapons
that fell within the category of the National Firearms Act. We were
trying to get the weapons out of the hands of the two groups that were
warring against one another out there. I think we got, some of them,
but I don’t think we got all of them. o '

One group declared a war immediately after the meeting because
they said one group surrendered more than the other. So we did take
some weapons away from them. - _ S

Mr. Serr. I would also like to point out our suceess in the South in
establishing what we call Metro S%uads.Here again, keep in mind that
we are concerned with a liquor problem. Most States have police offi-
cers who are charged with the responsibility of enforcing laws against
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liquor violators. Citivs have officers with that responsibility ; counties
have the same situaticn,

We have gone especially into the cities and tried to organize our
offorts along with tte State and county and city people to establish
sqnads that are prinarily concerned with liquor enforcement. By
W(i)rkmg together, by trying to get over petty jealousies that might exist
between competing organizations, throwing our forces into one effort,
wé have found that we were much more successful than we were before,
when we were each working on our own.

IAnd this, we thinlk, has a lot of promise, not only in our area, but
we hope in other areas.

Mr. Fascern. Did I understand you correctly in your testimony
that that particular project is one sponsored and irected by the
Organized Crime Section of the Department of Justice?

Mr. Szrr. No; this is one we have been working on. We have been
promoting what we v:all Metro Squads.

Mr. Fasorrn. I weuld like to ask you at what point or how you make
a {Jetermination that you have an organized crime case on your hands.

‘Mr. Serr. Well, of course, we do have the guideline instructions that
have been issued to all of our people.

Mr. Fascern. Guideline instructions by whom to whom ¢

Mr. Serr. By the—the manual supplement that I pointed out to
you, signed by our Assistant Commissioner. This goes out to all of
our people, and is mcre or less the rule we live by.

Mr. Epwarns. Isthat No. 5 in your appendix?*

‘Mr. Serr. Right.

‘Mr. Fascerr. What does that guideline say about a determination of
an organized crime cage, if it says anything?

‘Mr. Serr. We developed ground rules for determining what should
be considered as fa ling within the program, what the objective is.
‘When we find individuals who are engaged in major operations, and
in our judgment they ought to be set up and worked on particularly,
we identify them, we prepare a Jetter to the Department of Justice,
seo if they agree wi:h us, and if they do, we advise our field. We are
very similar to the Intelligence Division in the way we operate.

‘Mr. Fascerr. You send your request to the same Assistant Attorney
General?

- Mr. Serr. Right, we do. And we also make reports to them.

' Mr. Fascern, Thet would be Mr. Vinson’s office.

{ Mr. Serr. Mr. Peterson.

| Mr. Fascror. In your case, as in the Intelligence Division’s case,
the determination goes to Mr. Vinson’s office for review, and it comes
back, and says, “OK, this individual can be considered part of the
organized crime drive.”

' Mr. Serr. They will consider it as an organized crime case, and from
there on we do, too.

- Mr. Casey. I might add, Mr. Chairman, in reverse—we get many
requests from this section of Justice, for us to get into the hidden
ownership or the racket money that might be in nightclubs, bars, and
rostaurants. And w2 go into those areas in New York, Chicago, and
the metropolitan arvas, and try to determine if there are hidden assets,
and we have been successful 1n this area. It is difficult—as you men-

—— I
|
i1 Attachment No. 5 appears on p. 88.
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tioned earlier, the State of Florida possibly hags a law that prevents
anybody from using a front. But we have beer able to get some of
these topnoteh hoods where they falsified a form 11, that is the original
application for one of these occupational stamps. But T think that
maybe this is the most pertinént type of work that we are doing in
this organized crime area today, as far as the Justice Department is
concerned—checking hidden assets in these legitimate businesses.

Mr. Fascerr. I was interested in your public relations aspect of
dealing with the problem of moonshining m one State. And T must
say it appears that it was successful.

%here’ seems to be a considerable difference of opinion expressed by
some experts—perhaps they are not field men—concerning the applica-
tion of such a public relations campaign to a general crime problem,
or an organized crime problem.

Do you have any opinion on that? .

For example, one expert who at this point shall be nameless has
said that if you really stirred up the public with a great big public
relations drive about organized crime and crime on the streets, you
would clog up the courts. You would have so many minuscule cases
that were meaningless that you would never get to the big ones, and
we are 3o far behind now we cannot prosecute, '

Mr. Serr. Well, if people are violating the law, I would think
that—and their violations are substantial, T would think whether it is
a Federal case or a State case, someone should do something about it.
And I am not the least concerned about not being able to move our
cases forward. We are concerned about finding who is a violator. Then
working with the U.S. attorney to get prosecutions. And we feel we
have done our job when we have put the cases in their hands.

Mr. Fasceri. 1 am sure you have. Maybe it is not fair to have you
address the overall problem. As far as your particular area is con-
cerned, I cannot argue with that position. But I could argue with the
proposition, for example, of clogging the courts with traffic cases,
where you are trying to try a murderer.

N Mr. Srrr. Right. Well, we have not found too much of a problem
ere.

Mr. Fascers. In other words, if the emphasis and the priority on
organized crime has any meaning, then it ought to have meaning also
in prosecution, as well as investigation as well as in trial.

Mr. Casey. We have found through a publicity program in the
South, particularly in South Carolina—and I do not suppose there has
been any more hard core apathy, the code of the hills, and all this sort
of thing, where they would not talk. When we broke through that wall
of complacency on the part of the public—we used a gimmick, if you
want to call it that, of poisoned moon, which it was, and it was in-
jurious to the health of those people who drank it. It actually was de-
veloped through an Army hospital in North Carolina where over the
years possibly they have been putting these deaths down and charg-
ing them to alcoholism, but it was ingesting the lead salts that became
intolerable, and they died from it.

Mr. GarraceEer. What is lead salts?

Mr, Casky. It comes from the solder that gets into the product it-
self. Everybody ingests a certain amount of lead salts, I understand,
but your system is geared to throw it off. But when you get an over-
tolerance on it, it will kill you. It is a slow death process, too.
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But when we broke through that wall of complacency in the South,
we found that convictions rose, jury convictions. So L think we are
reaching the public when we got the word across that this was not only
a flytby-night type of an operation, there was tax involved, there were
many social problems a:tached to it. We found in the city of Columbia
thatithe rate of homicic.es decreased because of the lack of the product
on the market. I think it ties in with your statement about the legal
ones. I think when you. knock out the illegal, there might be a lot of
bootlegging, but it is legal liquor that we are not interested in because
the tax hasbeen paid or.1t.

But we found thers were many crimes fostered in these places
that, stay open for 24 1ours a day, where these people congregate to
buy this stuff.

Mr. Fascerr., Mr. Edwards?

Mr. Epwarps. Mr. Chairman, I would just like to say one thing
before I go.

T'am impressed with what appears to me to be an on-going program
in ylour particular division, trying to stop the crime before it starts—
a public relations progiram, and your pilot project in South Carolina
apparently has had some good results. I would hope not only your
division, but other divisions and agencies involved in this would carry
out/similar type programs to get to the people.

This seems to be the great problem—at the local level, we must
work with the police departments, and the local citizens, in creating
interest in not partic' pating, whether it be buying or producing or
selling or what not, in shis illegal whisky business.

Vir. Serr. We agree with you, sir,
Tr. Fascern. Mr. St Germain?

Mr. St Germarn. Asa followup to the questioning I was doing with
our previous witness, I notice your ending, in which you conclude by
saxing:

I§ am suggesting that hy pooling our intelligence and by utilizing our resources
on a coordinated basis, ‘ve could increase the sum of our individual endeavors.

And T conclude in reading that that yon agree with me that in truth
thé»hpooling and the coordination is not really there as of this time,
and a great deal has to be done to improve this pooling and co-
ordination.

Am T correct in this interpretation of your statement?

Mr. Surr. We used the formation of those Metro Squads as evi-
dence that in our own area of responsibility, by pooling our efforts
with th~ States and the counties and the city enforcement agencies,
we got much better results than when we each went our own way.
You are right. That was the reason that we put that illustration in

thiere.
Mr. St GerMAIN. 30 you agree with me that there is a further need

of more coordinatior. and pooling?

IMr. Serr. Right. And it is not necessary for the city police or the
cqunty police to give up anything. Just work together,

|Mr. St Gurararn. Well, T am talking now on the Federal Jevel.

Supposing you want information from the FBI this afternoon on
John Doe that you are investigating, and you feel that information
tgley have in their files would be of immense value to you, you save
your investigators a great deal of time, and help you to conclude snc-
cessfully this invessigation and indictment, a whole lot sooner, and
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erhaps make sure that you do get sufficient evidence to have an in-
ictment,

Can you get that information this afternoon ?
. Mr. Casey. Yes. But I understand what is in the back of your mind,
sir.

I think the Justice Department has reached that point, I think may-
be Mr. Vinson and Mr. Peterson, during their presentation, men-
tioned about a project that they have going where everybody as one
unit is involved in a certain area.

We found——

Mr. Fascerr. That is the experimental project in the East up here?

Mr. Casey. Yes, sir.

We have found in the past the Justice Department was accumulat-
ing all of this information and intelligence,

We could seek that out by going to them on an individual basis,
on a case-by-case basis.

We find now that with their attorneys that they have assigned to
the different districts throughout the country, where our people are
involved, that he is sort of a local on-the-spot coordinator there.

We might have a very minimum amount of evidence on one of
these individuals where he will have knowledge that Immigration
or Narcotics or somebody else who have more, And through the
united effort they try to get the whole group together working to-
ward one goal to get the individual involved on the type of violation
where the most evidence exists.

Mr. St GerMain. My question is this.

If you were to call the FBI this afternoon on John Doe and say
“We have reason to believe that we can make a, case here, however
there are certain parts of the puzzle that we do not have as yet, and
we need your file on this man with all the information that you have
on him for our people to go over, to see whether or not the missing
links are available from your file.” Can you get that information this
afternoon ¢

Mr. Casey. We possibly will not get the file, But through the liaison
man assigned to the Internal Revenue Service, Mr. Putnam, he would
get that information for us, .

Mr. St Germain. You would have to go to Internal Revenue to get
it from FBI? :

Mr. Casey. They have a liaison man assigned to IRS, and we
would deal through him. On this case that T was mentioning, Mr,
Gallagher, on the big firearms case we made out in California on this
individual—he was a suspect in a murder case, just a suspect with a
lot of other people. We liaisoned and coordinated that information
through the F'BI because they were the ones that had the information
that he was a suspect in this murder.

But we would not get the case file or the intelligence file.

Mr. St Germaiwn. Now, one further question.

The Intelligence Division testified they had 1,700 agents out in the
field. You have how many agents ?

Mr. Casey. 970, sir.

Mr. St GerMAIN. According to the concept, of the Organized Crime
Division, as now set up, they are supposed to be coordinating all of
this. They have got 60 men to coordinate, just between your two agen-
cies, the work of 2,600 men, and to serve as liaison.

78-508 0—67—pt. 1— 8
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r. Casey. I don® think they have enough manpower myself.

r. ST GErmAIN. [t seems evident, wouldn’t you say?

r. Casey. Yes, sir; 1 would agree with you.

r. Fascerr. Wil you gentlemen yield at that point. The real
point is that the Organized Crime Section cannot coordinate, becanse
they have no line authority with respect to investigations.

Mr. Casey. That is correct, sir.

Mr. Fascerr. Furthermore, on a case-by-case basis, with anything
thht is in the FBI file, which they are carrying on as an independent
investigation, unless you ask the specific question on the evidence
yaqu want, you don’t get an answer, because you don’t see the file.

Mr. Casey. Wedo get a flow of information.

'Mr. Fascerr. I know. But you don’t get the file.

Mr. Casey. No, sir. :

© Mr. Fascerr. Now, the only case and working rule is that if the FBI
ddcides that they canpot make the case, OK, they let you have the file—
itjisno good to them. Is that a working rule? .

Mr. Casey. In the firearms area we have maybe a closer relationship
with FBI than any of the other areas of jurisdiction that we have.
We do get daily information on Klan members who possess firearms,
we get it on the Minute Men. This is a general day-to-day referral
basis. They give us t1e complete file on what they develop in that area.
But the other—it is usually on a case-to-case—we go to them for
cdrtain information. :

Mr. Fascerr. How about with other agencies that have investigative
information that might be of value to you? Do you have the same kind
of difficulty? Is it on a case-by-case basis with specific requests for
eyidence?

Mr. Casey. In our own family of the Treasury Department, no
sweat, sir.

Mr. Fascern. But you go outside of Treasury, and you have a prob-
lem. An operational problem.

Mr. Casgy. That 1s why I think this section over here has been in-
vhluable to us in Justice, because they have been able to. get informa-
tlon from all of ths agencies, I expect, and we go to them, if theve
i% a missing link in our case, to see if they have something we need.
Mr. Fascerr. And if they can get it. We are talking about the Or-
ganized Crime Sect.on.

Mr. CasEy. Yes, sir.

Mr, Fascerr. And if they can get it. Because they probably cannot
et the file either.

Mr, Garragaer. Who'

Mr. Fascrrr. The Organized Crime Section.

Mr. GarnacuEr. Why?

Mr. Fascerr. Don’t ask me. Ask them. T don’t know.

Mr. St GErRMAIN. Are there any FBI agents in this experimental
unit that you referr:d to, that you are aware of?

Mr. Caszy. I caanot answer that, sir. We have a man up there,
iny assistant is up there—not constantly. But I understand that the
FBI did come in 1n the general discussion when they kicked the thing
ff. Whether they have somebody in there now or not, T do not know.
Mr. St GerMarx. One further question. OCD asks you to concen-
frate, once again, cn John Doe, maybe a member of the Cosa Nostra,
or a suspected head of organized crime in a particular area.

BEER
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Does OCD then supply you and Internal Revenue and let’s say Im-
migration and Customs with a full file from all the agencies—in ‘other
words, compile your respective files into one complete file—here is the
information we have to date on this individual.

Mr. Casey. We have access to go into these files on any case that
we have. But as far as getting a complete file from them, I am sure
we could get it.

Mr. Fascerr, The answer is, Mr. St Germain, there is no such master
file. There is no compilation of investigative evidence.

Mr. St GerMaIN. Why haven’t OCD Division, where they say they
are coordinating and working together—if they are not going to work
in_this manner—— ‘

Mr. GaLLaGHER. Their computer is not complete.

Mr. Fascern. That is the reason we are holding this imﬂliry, be-
cause there seems to be some question about what is really being co-
ordinated with respect to an organized crime drive in the country. That
is a very good point.

Mr. Casey. We have an active undercover case going now in a cer-
tain area of the country where we have three men under cover. We
went in there originally with the intention of staying within our own
jurisdiction, of course, hidden assets, racket money. And we have run
into narcotics, we run into prostitution—many things that came outside
of our jurisdiction. We had a meetin in the Justice Department last
week with Henry Peterson. He deci(id what action should be taken
with this information that we are getting, that is beyond our realm.

Mr. Fascern, In other words, which way to go?

Mr. Casey. Yes, sir.

Mr. Garragazgr. Do you ever make mistakes ?

Mr. Casey. Us? Many, many, sir.

Mr. Garvacuer. I know of one where they sent in 12 or 14 agents
with guns, locked the place up. I am not sure whether it was your
outfit. Locked the place up 59 days. Kept three agents around the
clock, which is quite an expensive operation. It turned out that at the
end of it, the real reason—the purpose supposedly was that the stamp
was not paid. The fact was that for 2 years the fellow did not open
his mail because he owed so much money that it was depressing to
open his mail. At the end of it, of all this Government money that
went into it, it turned out that he owed the Government some $105—
whatever the interest would be on $100 for 2 years. And never havine
made any money, the fact was he did not owe any income tax, An
at the 61st day, he died of a broken heart, and disgrace, I might say.

So I think sometimes we get quite careless, our Government does,
when we decide to go and make a case against somebody when in fact
a case should not have been made,

So I just wonder about things like that, how often that happens.

Mr. Casey. I don’t know what type of a case it is. We don’t have—

r. (FALLAGHER. Tt was a stamp case. This was the justification
for closing him for 59 days. I mean it was just a poor guy who had
a little saloon. I am sure he was suspected of all sorts of things. A
little like Fearless Fosdick. The fellow who snatched the purse run-
ning down the street, and you must fire the machinegun. A lot of
people might get killed, but it is important to get that purse back.,

I sometimes wonder that we make sure we really don’t overdo this
sort of thing.
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Mr. Casey. I can assure you that we do not. If I had known that
that existed in our dapartment, I would have had that supervisor
in in about 15 minutes. We just don’t have that type of manpower
that we could be dealing with a situation like that.

r. Garracaer. I -hink at the same time there were in our area
a hundred and some candy stores that were raided—the same day
that Sobel got on an airplane, becanse we did not have enough man-
power to watch him—-the convicted—he got on an airplane, and dis-
graced our entire country for 2 or 3 months, because we did not have
anybody to keep him from getting on the airplane. In the meantime
we arrested a lot of candy store owners.

r. Casey. T don’t know what we would be doing in a candy store.

. Fascern, Mr. Slerr, Mr. Casey, Mr. McCarren, thank you very
much. We appreciate your being with us. Mr. Kolar, we would like
to bring you back forr a few more guestions, and Mr. Carney.

Would you come on up, and take a seat.

Thank you very much, gentlemen. A very thorough presentation.
1 ajppreciate your effort.

STATEMENT OF WIILiAM A. KOLAR, ACCOMPANIED BY THOMAS B.
CARNEY—Resumed

Mr. Fascerr. Mr. Kolar, in your opinion, are tax violations by
organized crime figures increasing ¢

Mr. Korar. In my opinion, yes.

Mr. Fascmir. In the President’s Crime Commission report, and
other studies have shown, and I believe you stated, that the basis for
organized crime revanue is gambling, illegal gambling.

Mr. Korar. Yes, sir.

Mr. Fascern, Is most of that revenue untaxed, in your opinion?
Mr. Kouar. Actually, that is a very difficult question, because we
have no way of knowing just what is untaxed. Again, giving my opin-
idn, much of the revenue is untaxed. That is an opinion, sir.

Mr. Fascerr. The Crime Commission report says on page 190:
From its gambling ¢nd other illegal revenue on most of which no taxes are
nid, the criminal grotp always has a ready source of cash with which to enter
ny business. ’

Mr. Korar. My experience would cause me to agree with that state-
hent, sir. ’

Mr. Fascerr. We do not have any real hard way of basing a judg-
ment on that?

Mr. Korar. It is very difficult. It is a matter of dealing in cash.
Mr. FascrrL. Just a good educated opinion.

Mr. Kovar. Yes, sir. And I think Mr. Carney with more experience
would share my view. We can ask him, if you wish.

Mr. Fasceri. You testified that there are some 400 organized crime
~ases being workec. on b IRS, and yet over 3,000 people have been
identified, according to the Organized Crime Section, as being part of
the organized crimg effort.

Mr. Korar. My answer to that would be that we have asked the
Organized Crime 3ection for the identity of all known or suspected
Cosa Nostra figures: We have a list, I would guess it contains 3,000
1 number. We are going over the list to see what we have done in the

o
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¥ast, and whether we believe we should do anything more in the
uture.

In other words, we are trying to bring ourselves up to date by look-
ing at each of the individuals from a record standpoint within the
Revenue Service. If we believe we have done an adequate job, that
will be the end of it. If we think there is more to do, we will do more,
sir.

Mr. FasceLr. Yet, you testified that your definition of an organized
crime individual is more liberal than that used by the Organized
Crime Section.

Mr. Kovar. Can I say that it was more liberal—in the statistics keep-
ing. We still have diﬂ%rent definitions of organized crime. However,
it seems to me that for the purposes of working with the Department
of Justice, we are not as concerned with definitions as we are with
their acceptance of this individual by their definition as being a mem-
ber of organized crime.

We might work it from g racketeer’s standpoint, a tax evasion stand-
point. But who and what is organized crime insofar as I am con-
cerned must come out of the Department of Justice, And we abide
by their decision and assist them as best we can.

Mr. Fascerr, What is the status of the Supreme Court cases in
which the constitutionality of the wagering stamp is being questioned ?

Mr. Kor.ar. Still pending to my best knowledge.

Mr. Fascurr, What specific recommendations in the report might
be of greater use to IRS %

Mr. Korar. Greater use to IRS or the Nation as a whole? I certainly
helieve that a continuing committee of Congress to keep abreast of
the organized crime program would be a contribution to the Nation
as a whole, and I frankly do not see how it would hurt—TI think it
would benefit IRS.

Insofar as IRS is concerned, again, I go back to the previous state-
ment——

Mr. Fascenr. Excuse me. You mean a committee of Congress, not
in the legislative sense, but in the oversight sense as we are now per-
forming?

Mr, Kovag. Yes, sir. T think this would be a real contribution to
the success of the program and the welfare of the country,

Insofar as the work is concerned, the immunity from prosecution
for prospective witnesses, and the protection of witnesses, are the only
twothat I can ofthand suggest to the committee,

I might point out to the committee that we probably face a trouble-
some area in the future. We use undercover people, and undercover
people have contributed a great deal to the suceess of investigations.

Mr. Fascerr. Paid informants.

Mr. Korar. Our own people in attempting to infiltrate organized
crime.

Mzr. Fascerr. Right.

Mr. Kouar. This of course can be a future controversial area. And
I would suggest that it be looked into, and that we either have the
backing of the Congress in using this technique and the support, or
that we in effect be told that this is a technique that the Government
ho longer wishes to see used.
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Lisay this only based on experience we have had in the use of elec-
tronic equipment. Mary thought they were doing right. It was found
they were doing wrony. I think the same question can arise in the fu-
ture with respect to un lercover people.

Myr. Fascecr. I think you have a valid point there, and you are prob-
ably safe until somebocly blows your cover.

Ir. Kouar. I would like to anticipate

r. GarLacHER. Do you use electronic equipment now ?

r. Kouar. T would say the use of electronic equipment is practi-
cally zero. We use a recorder to record an interview. Everything is
aboVe board.

Mr. GarracHER. No, no, not an interview. I can see that. I am talk-
ing now about an eavesdropping device.

r. KoLar. We don’t use eavesdropping devices. Our restrictions
are|so tight that we are just about out of business with respect to the
use lof electronic equipinent.

Ir. GarLacHER. Anddoyou use wiretapping ?

r. Korar. Of course not—not under present conditions.

Mr. GALLAGHER. You say of course not as if this was never used.

Mr. Korar. No, no We just don’t use wiretapping. Certainly we
all know it has been vsed. I have been in investigations 25 years, and
I think it has been thare as long as I have been in it. The question is
how it was used more than whether it was used, because the rules were
not/quite clear in my hamble opinion.

Mr. Garnacnier. I sure agree with that. Frankly, the Congress was
at a great deal of fault in not giving some sense of direction on its use.

Mr. KoLar. As an ‘nvestigator, I have been looking for that direc-
tiol%\[ for 25 years, to e very honest with you, to clear the air.

r. Garnagaer. That is why I was happy that Tintroduced the first
bil} on eavesdropping in the Congress.

What is your feeling on the question of informants? While it might
be |helpful—do you taink that there should be some group that you
dideuss this with, such as the CIA Watchdog Committee, so that you
domnot go down the same path again?

Mr. Kovar. No. It is not a question of discussing it. Again, it is
like electronic eavesdropping. Its use has been questioned.

[ think its use is cuestioned by much of the citizenry. And if we
call anticipate problems and resolve them, and accept responsibility
for them, just like electronic equipment, we will do a far better
job.

Mr. Garracuer. As I read all of these statements on organized
crime, I find that gambling runs through it as the main source. What
wduld your opinion b: of legalizing gambling ?

r. Korar. T have trouble with that.

Mr. Garracrer. Therefore, we might be able to eliminate all this
sort of thing.

Mr. Korar. 1t iscc neeivable that that could happen—well policed—
and again T am afra’d it would have to be well policed. I would have
nd objection to legalizing gambling.

I don’t think I am adequate to say that we should or should not. T
think it would be a wonderful subject for further study.

Mr. GALLAGHER. Because sometimes I have the feeling as we go
ddwn the path toward—into all sorts of uncharted areas, especially
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in the area of computers, and the invasion of privacy, that if there had
been no Mafia, perhaps big Government would have had to invent
one—a little like the Orwell book—every once in a while it was neces-
sary to have a Hate Goldberg area.

) W}lee need a target. And the Mafia, of course, is a very popular target
right now.

But one of the problems overlooked is that in the pursuit of this,
many rights of the people are being eroded, and therefore if one of the
great problems of crime in the United States is gambling, it would
seem to me that it might be a far more enlightened way to legalize
gambling—if people want to bet, then we ought to bet, report, their
taxes, and not be involved in criminal activities. You could get out
of the Mafia business, and we could perhaps pay more attention to
some of the greater problems, which is the breakdown of law and order
on the streets. Organized crime does not embrace murder and rape
and mugging and robberies and this sort of thing.

So I think while we all talk about, organized crime, it might be better
to dry it all up, if gambling is the ehiefg source,

I note in your statement here that—the Federal Government—“The
public has to be sold on the idea that stamping out organized crime is
m the first instance a local obligation.”

I think what we are really doing—and I would like your comment
on this—is developing a Federal police force.

Now, should we have this? Is it a problem of such magnitude we
ought to have a Federal police force?

Mr. Korar. I don’t think we would ever want a Federal police force.
I would not. I would not want to be part of it.

On the other hand, I think there is plenty of room for Federal inter-
est in assisting or aiding, if necessary, forcing a little bit the local
police to do their job more effectively

Mr. GarvacHER. Oh, yes, T definitely agree with you.

" Mr. Kovar. T know of course your views on the invasion of privacy,
and I would like to think that in many ways I share them—mine are
as strong as yours. It just so happens I am in this business, and people
assume that we tread on other people. And I don’t think we—we try
hard not to tread on other people and still do the job. T think the dif-
ference is that T live in one particular world in a sense and you in
another, and you get this type information and I get the other. And T
want to impress upon you, though, that the job we do, we try to do
without injuring people who should never be injured. And this is a
prime concern, believe it or not—it is as Important as catching the
criminal. We have to have balance in everything we do.

Mr. Garraguer. Mr, Kolar, T want to compliment you and the
agency on this particular feeling. The thing that disturbs me is not
the career people, because you people who have been in a long, long
time have the responsibility of not only pursuing your job with great
diligence, but also protecting the average citizen. But when you get
into the exotic fields that the organized crime unit has got into—for
instance, a computer with 3,100 names on it—but there is also 300,000
other names. It is quite conceivable that anybody who ever was in the
same theater with an organized crime identified type is going to find
that moment of his life frozen into a Government computer, and
forever more he remaings part of the organized crime complex,
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II think this has nor, been thoroughly thought out, what we really
do ot want to do with this. .

Mr. Korar. I have seen plenty of instances of people’s name getting
in the file and going from place to place. I do not like it any more
than anybody else. The only question that has to be decided is, Are
these 300,000 names essential to intelligently combat organized
crime? T think if you were convinced they are, you would agree that
we nust have them, in the best interests of the country.

think if the Department of Justice could be convinced—and I am

sure they are openm: nded—I have found them that way—that the
names are not essenticl, they would be the first to want to purge them
from the files. Unfortunately, though, we do not seem to get together
long enough and often enough to have this decision made. Either it
is essential or it is not. '

Mr. GarnacuEr. I worry about what is going to happen with this
trelnendous police type—police state organization when all of the
organized crime types disappear from the scene, 5, 10, 15 years from
now, and we have in fact the great mechanism of a police state, that
can then be used for political purposes.

r. Korar. First we must make them disappear. And I am sure

that—nobody wants an empire in an agency, unless he is a little bit
wajrped. And I hope most of us are not, or none of us are. We want to

do| a job. And this is why—your interest in the job we are doing, I
find it encouraging, hecause only by this type of communication can
we| all do the best job.

Believe it or not, i; has been a real pleasure being before the com-
mittee. I hope I havs been helpful. As I say, look at us, look at us
hard. And if we are cloing anything wrong correct us, We are the first
to want to receive it.

Mr. GaLnacHEr. Let me please compliment you on that particular
statement, because if the whole Government is going to last, 1t is going
to!last through that kind of cooperation—if the Republic is going to
survive. And I woulc. hope there would be more people involved in the
other side who would adopt the kind of attitude that you have just
expressed. :

Mr. Korar. Tt is the only attitude to have as far as I am concerned.
Mr. Fascern. Thaok you, Mr. Kolar.

The subcommittee stands adjourned, subject to call of the Chair.
(Whereupon, at 1¢:25 p.m., the subcommittee was adjourned, to re-
convene subject. to tho call of the Chair.)
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APPENDIX

Task ForcE REPORT: ORGANIZED CRIME

[This section of the report is an annotated version of chapter 7 of the Commission’s
general report, “The Challenge of Crime in a Free Society.” The appendixes which
were printed with the task force report are not printed herewith.]

ORGANIZED CRIME is a Society that seeks to operate out-
side the control of the American people and their govern-
ments. It involves thousands of criminals, working
within structures as complex as those of any large corpo-
ration, subject to laws more rigidly enforced than those
of legitimate governments. Tts actions are not impulsive
but rather the result of intricate conspiracies, carried on
over many years and aimed at gaining control over whole
fields of activity in order to amass huge profits.!

The core of organized crime activity is the supplying
of illegal goods and services—gambling, loan sharking,
narcotics, and other forms of vice—to countless numbers
of citizen customers.* But organized crime is also exten-
sively and deeply involved in legitimate business and in
labor unions.”  Here it employs illegitimate methods—
monopolization, terrorism, extortion, tax evasion—to
drive out or control lawful ownership and leadership and
to exact illegal profits from the public.* And to carry
on jts many activities secure from governmental inter
ference, organized crime corrupts public officials.®

Former Attorney Gencral Robert F. Kennedy illustrated
its power simply and vividly. He testificd before a Senate
subcommittec in 1963 that the physical protection of wit-
nesses who had cooperated with the Federal Government
in organized crime cases often rcquired that those wit-
nesses change their appearances, change their names, or
even leave the country.® When the government of a
powerful country is unable to protect its friends from its
enemies by means less extreme than obliterating their
identities surely it is being seriously challenged, "if not
threatened.

What organized crime wants is money and power.
What makes it different from law-abiding organizations
and individuals with those same objectives is that the
ethical and moral standards the criminals adhere to, the

laws and regulations they obey, the procedures they use
are private and sccret ones that they devise themselves,
change when they sce fit, and administer summarily and
invisibly. Organized crime affects the lives of millions of
Americans, but because it desperately preserves its invisi-
bility many, perhaps most, Americans are not aware how
they are affected, or even that they are affected at all.
The price of a loaf of bread may go up one cent as the re-
sult of an organized crime conspiracy, but a housewife has
no way of knowing why she is paying more.” If organized
criminals paid income tax on every cent of their vast earn-
ings everybody’s tax bill would go down, but no one
knows how much.®

But to discuss the impact of organized crime in terms
of whatever direct, personal, cveryday effect it has on
individuals is to miss most of the point.” Most individuals
are not affected, in this sense, very much. Much of the
money organized crime accumulates comes from innu-
merable petty transactions: ® 50-cent hets, $3-a-month
private garbage collection services, quarters dropped into
racketeer-owned jukeboxes, or small price rises resulting
from protection rackets. A onc-cent-a-loaf rise in bread
may annoy housewives, but it certainly docs mnot
impoverish them.

Sometimes organized crime’s activitics do not directly
affect individuals at all. Smuggled cigarettes in a vend-
ing machine cost consumers no more than tax-paid ciga-
rettes, but they enrich the leaders of organized crime.
Sometimes these activities actually reduce prices for a
short period of time, as can happen when arganized
crime, in an atfempt to take over an industry, starts a
price war against legitimate businessmen. Even when
organized crie engages in a large transaction, individ-
uals may not be directly affected. A large sum of money
may be diverted from a union pension fund to finance a

1The Kefauver committee found that:

“1. There iy s Nation-wide crime ayndicate kmown as the Mafia, whose
\ontacles are found in meny large citles. It has internatlonal ramlfications
which appear- most cleazly in connection with the narcotlcs traffic.

“'2. Its leaders are usually found in conlrol of the moat lucralive rackets
in thelr citles.

“3. Thera are indications of a centralized direction and control of these
rackeis, but leadorshlp appears to be In a group rather than In a single
individual.

‘4, The Mafia is the cement that helps to bind the Costello-Adonis.Laneky

dl New York and the Accardo-Guzik-Fischetti syndicate of Chicago an

counlry,
“5. The domination of the Mafin is

d fundamentally on ‘muscle’ and
inet law and order which will

‘murder.”  Tha Mafia is a secret consp
ruthlesaly eliminate anyone who stands in tho
cntetprise In which it fs interested. It will destroy anyone who betraya its
ecorets. It will use any means available- political Influence, belbsty, intimida.
tlon, elc., to defeat any attempt on the part of law-enforcement 1o touch Its top
figurea or to interfere with its operalions.”
Sen. Speclal Comm. to Investigate Organized Crime in Intetstate Commerce
Ihereknafter cited s Kefauver Comm.l, 3d Interim Rep., s. wer. mo. 307 824
Cong., lst Sess. 150 (1951), Sce also OFFICE or THE N.¥. COUNSRL 70 THE cop
Tonun: (COMDATING ORGANIZED CHIME—A WEFORT OF THE 1963 QveTE™ BAY, NEW YonK,
CONFERENCES ON COMBATING ORGANIZED caisik (1966},

2Johnson, Organized Crime: Challenge ‘o the American Legal System (pte.
1-3), 58 3. MM, L., c. & P, 399, 402-08 (1967), 54 ». chres, 1. & rso 1,
127 (1963).

2 8ec generally Sen, Select

y of Ite success in any crimloal

Comm. on Improper Activities in the Labor or
Manogement Ficld [hercinafter cited an MoClellan, = Labor-Mat. Repe.l. 1o
fnterim Rep., s. mer. no. 1417, 85th Cong., 24 Sest. (I856); 24 Interim Rep.
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(pta. 1 & 2), &. mer. no, 621, 86th Cong., let Sess. (1959), Final Rep, (pte. 1-4),
2. REp. No. 1139, 86th Cong., 2d Sess. (1960), Index- to Reports, Bith Cong., 24
Sess. (1960).

4 A gangster or rackeleer in a Jogltimate husiness does not suddenly become
respectable, . . . [Elvidence w: oduced before the commillee roncerning
the use of unscrupulous and discriminatory buslness practices, extortlon, bormb.
ing and ather forma of violence to eliminato compelitors and to compel customers
to tuko articles sold by the mobeters.” Kefauver Comm., 3d Interim Rep., s
rap, N0, 307, 82d Cong., lst Sess. 170 (1951},

Johnson, supra note 2, ar 412-14, 419-22; Kefauver Comm., 3d Interim
Rep., 8. nxr. No. 307, B2d Cong., lst Scea. 181-86 (1951},
€ Hearings Before the Permanent Sllfbcomm. on Investigations Ia) the Senate

Comm. on cited as McClellan, Narcotics
Hearings], 83th Cong., Ist Sem., pt, 1, at 25 (1963).

? Kefsuver Comm., Sd Interim Rep., 5. atr. o, 307, 824 Cong., lat Sess.
170-71 (1952} ¢ o doubt that the public suffers from gangster

It suffcrs bocause higher prices must be

it must buy .. . The public suffers because

it may have to put up with shoddy wnd Infotior merchandlss in felda whors
mangaters have heen able to obtaln a monopoly."

% Ono Indicatlon of tha amount of tax revenue lost Is found in the iestimony

of Comm'r of Internal Revenuo Sheldon S. Cohen before the Semate Subcon-
milles on Admlaisiratlve Practice and Procedure on July 13, 1865, He stated
that durlng the perlod between February 1961 and March 13, 1965, more than
$219 million In taxes and penalties had beon recommended for sascesment againet
subjects of the Federal organlzed crime drlve. Hearings Before the Subcomm.
on Administrative Practice and Procedurs of the Sen. Comm. on the Judiciary
Iherelnalter cited as Long Comm. Mearings], 89th Cong., Ist Sess., pt. 3, at
119 .

* Seo generally McClellan, Labor-Mgt. Reps., Final Rep., s. axe. xo, 1139, 86th
Cong., 2d Sesa,, pt. 4 (1960) .
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business venture without immed até and direct effect
upgn the individual members of th: union.'?

T is organized crimc’s accumulztiop of money, not the
indjvidual transactions by which hej money is accumu-
latéd, that has a great and threatening impact on Amer-
ica; A quarter in a jukebox mcaas nothing and results
in tothing. But millions of quarte s in thousancls of juke-
boses can provide both a strong 11otive for murder and
the|means to commit murder with impunity.!? Organized
crifne exists by virtue of the power it purchases with its
mohey. The millions of dollars it can invest in narcotics
or lise for layoff money give it pawer over the lives of
thdusands of people and over the juality of lifc in whole
neighborhoods.®  The millions of dollars it can throw
intp the legitimate economic syste:n give it power to ma-
niplulate the price of shares on the stock market,*? to raise
or lower the price of retail mer handise, to determine
whbther entirc industries are unioir of nonunior, to make
it leasier or harder for businessmen to continue in
buginess.™*

The millions of dollars it can spenid on corrupting pub-
lic officials may give it power to maim or murder pcople
insjde or outside the organization with impunity; to ex-
tort money from businessmen; to conduct businesses in
such fields as liquor, meat, or diugs without regard to
adiministrative regulations; to avcid payment of income
tades or to sccure public works < ontracts without com-
petitive bidding.”

The purpose of organized crime is not comperition with
visible, legal government but nul ification of it. When
organized crime places an official n public office, it nulli-
fieg the political process. When i bribes a police official,
it nullifies law enforcement.

There is another, more subtle vzay in which organized
crime has an impact on Americanlife. Consider the
former way of life of Frank Cost¢llo, 2 man who has re-
pehtedly been called a leader of organized crime. He
livied in an expensive apartment on the correr of 72d
Stteet and Central Park West in New York. He was
often seen dining in well-known -estaurants in the com-
pany of judges, public officials, aad ‘prominent business-
mén. Every morning he was sha-ed in the barbershop of
th: Waldorf Astoria Hotel. Cn many weekends he
played golf at a country club on the fashionable North
Shore of Long Island. In short though his reputation
was common knowledge, he maved around New York
conspicuously and unashamedly, perhaps ostracized by
sofne people but more often accipted, greeted by jour-
ndlists, recognized by children, accorded all the freedoms
ofl a prosperous and successful nan; On a society that
tréats such a man in such a mani er, organizec crime has
had an impact.

And yet the public remains irdifferent. Few Ameri-
cans seem to comprehend how he phenomenon of or-

]

ganized crime affects their lives. They do not see how
gambling with bookmakers, or borrowing money from
loan sharks, forwards the interests of great criminal car-
tels.® Businessmen looking for labor harmony or non-
union status through irregular channels rationalize away
any suspicions that organized crime is thereby spreading
its influence. When an ambitious political candidate
accepts substantial cash contributions from unknown
sources, he suspects but dismisses the fact that organized
crime will dictate some of his actions when he assumes
office.”

President Johnson asked the Commission to determinc
why organized crime has been expanding despite the
Nation's best efforts to prevent it. The Cornmission
drew upon the small group of enforccment personnel and
other knowledgeable persons who deal with organized
crime. Federal agencies provided extensive material.
But because so little study and research have been done
in this field, we also secured the assistance of sociologists,
systems analysts, political scientists, economists, and law-

ers.’® America’s limited response to organized crime is
illustrated by the fact that, for several of these disciplines,
our call for assistance resulted in their first concentrated
examination of organized crime.

THE TYPES OF ORGANIZED CRIMINAL
ACTIVITIES

CATERING TO PUBLIGC DEMANDS

Organized criminal groups participate in any illegal
activity that offers maximum profit at minimum risk of
law enforcement interference. They offer goods and
services that millions of Americans desire éven though
declared illegal by their legislatures.

Gambling *° Law enforcement officials agree almost
unanimously that gambling is the greatest source of rev-
enue for organized crime.”® It ranges from lotteries, such
as “numbers” or “bolita,” to off-track horse hetting, bets
on sporting events, large dice games and illegal casinos.
In large cities where organized criminal groups exist, very
few of the gambling operators are independent of a large
organization.”” Anyone whose independent operation
becomes successful is likely to receive a visit from an orga-
nization representative who convinces the independent,
through fear or promise of greater profit, to share his
revenue with the organization.*®

Most large-city gambling is established or controlled
by organized crime members through elaborate hier-
archies.® Money is filtered from the small operator who
takes the customer’s bet, through persons wha pick up

3 Such bootlcgging activitles cost the city sad State of New York ahout $40
million & year in'lost tex revenuca. N,Y. Tim s, Feb. 2, 1967, p. 21.
o s discussion of the problems of cigeret® smaggling In New York State,
scd Weinteaub, A Heport on Boollegging of Clgaroties in the City sad State
at {New York, Jan. 1966 (prepared for Cigaret o Merchandisers Aws'n, Iuc.,, New
Yofk, N.Y.); Weintraub & Kaufman, Bootlegg d Clgarettes, Jan. 1967 (prepared
for; Wholesale Tobncen Distribulars of New ¥k, -Inc., New York, N See
alsh Weintraub, The Bootlegging of Cigarettes fa & National Prodlem, Oct. 1966
(pkcpared for Wholesale Tobacca Distributors of New York, Inc., New York, ).
U Peterson, Chicago: Shades of Capone, Aunuls, May 1963,
. S{Seluuvcr Comm., 3d Inierim Rep., a. ner. x0. 307, 824 C

3 See Lefkowitz, New Vork: Criminal Infirotion of the Securities Indusry,
Arnale, May 1963, p. 5L See also excerpt { om Porter, On Wil Street, N.Y.
Poht, Aug. 3-7, 1959, in oRGAMIZED CRIME IN aM BICK 298 (Tyler ed, 1962),

4 Johnson, supra note 2, al 406. N
‘;{(ehnvcr Comm., 3d Interin Rep., . ner. 10. 3p7, 824 Cong., Ist Sess. 30-114

at Sces. 171

§ See generally coox, Tug w0 porLR wET st g winors (1961).
F | underworld money in politics.

‘ot an excelfent discussicn of the influenc. s of:
acd HEARD, THE COMTS OF DEMOCRACY 154-68 (1960)

18 Selected papers of Commission consultants appear in the sppendices to this
vo
! on igations of the Sen. Comm. on
Gov't Operations, Gambling and Organised Crime [herelneiter cited s McGlellan,
Gumbling Rep.]. a. No. 1310, 87th Cong., 2d Sess. (1962). See also m.x.
TEMPORARY COMM'N OF INVESTICATION, AYNDICATED GAMBLING IN' NEW YORK ATATE
961

urme.
18 See generally P

2 “Gambling is the principle souree of income for organized criminal gangs in
the country." Kefauver Comm., 2d [nterim Rep., . REF. No. 141, 524 Cong., Ist
Sess. 11 (1951).

“Accardlng 1o major Fedoral, stalc and local law enforcoment officlals who
have made studies and who are known-ta the subcommittee staff, organized crlme
in“the United States is primasily dependent upon illicit gambling, a multibillien
Jollar market, fur the necemsary lunds required to operate other criminal and
illegal sctivities or enterprises.” McClellan, Gambling Rep., #. rar. wo. 1810,
7th Cong., 2d Sess. 43 (1962).

. Informatlon submitted 1o Commission by a Federal agency. .

2 Siatement by then Deputy Inspector Atthur C. Grubert, Naw Yark City
ice Dep't, In-Service Training Program, Apr. 19, 1965, New Yark, N.Y.

Pol .
# “Number gambling follows the general pattern ol arganization of all largs
acale vice and crims. This pattern consists of four baale clerents: (1) an
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money and slips, to sccond-echelon figures in charge of
particular districts, and then into one of several main of-
fices.* The profits that eventually accrue to organiza-
tion leaders move through chanrels so complex that even
persons who work in the betting operation do not know
or cannot prove the identity of the leader. Increasing
use of the telephone for lottery and sports betting has
facilitated systems in which the bookmaker may not know
the identity of the second-echelon person to whom he calls
in the day's bets. Organization not only creates greater
efficiency and enlarges markets,? it also provides a system-
atized method of corrupting the law enforcement process
by centralizing procedures for the payment of graf¢.2

Organization is also neeessary to prevent severe losses,
More money may be bet on one horse or one number
with a small operator than he could pay off if that horse
or that number should win. The operator will have to
hedge by betting some money himself on that horse or
that number. This so-called “layoff” betting is accom-
plished through a network of local, reglonal, and national
layoff men, who take bets from gambling operations,?”

There is no accurate way of ascertaining organized
crime’s gross revenue from gambling in the United States.
Estimates of the annual intake have varied from $7 to
$50 billion.”  Legal betting at racetracks rcaches a gross
annual figure of almost $5 billion, and most enforcement
officials believe that illegal wagering on horse races, lot-
teries, and sporting cvents totals at least $20 billion each
year. Analysis of organized criminal betting operations
indicates that the profit is as high as one-third of gross
revenue-—or $6 to $7 billion each year. While the Com-
mission cannot judge the accuracy of thesc figures, cven
the most conservative estimates place substantial capital
in the hands of organized crime leaders.®

Loan Sharking.® In the view of most law enforce-
ment officials loan sharking, the lending of money at
higher rates than the legally prescribed limit, is the sccond
largest source of revenue for organized crime.® Gam-

elaborate hierarchical organlzation of personnel, (2) a spatial organization In
which a wide lerritory Ia controlled from a_central metropol
fix" in which public officials, principally police and pollticia
and made & part of the organization, (4) legal aid En whicl me
lon become the advisors and consultants of the arganization.” (
Gembling, A Study of & Culture Cumplex 68, 1910, unpublished

arlson,
Ph.D.

dissertation, Univ, of Mick, Dep't of Soclolngy.
Ie was reported, for example, that in Detroit thero were almost 100 posi.
tlone fnvolved in the operallan of one lottery enterprisc, et slips were de.

livered by 50 “plek up'" men fo substations where they were tabul

ibookkeeper” determined the winning slips, fhe - procesds s '
aiection ‘chiel” ‘who passed a portlon up" through ' the, hlerarchy.  McClellan,
o et Sess,, pl. 2, Al 460-62 (1963).

Narcotics Hearings, 88th Con,
In hla stalement to the

emporary Commissio
of New York on Apr. 22, 1960, Charles R. Thom,
County (Eastern Long Taland), N.Y., saldt *The advantages of syndicate opera.
tion to the previously independent bookle included : (:
abeolute hacking which eliminated the need to lay
expansion, ant tho average bookle qulckly dissovered
net on m 50-50 besls than he formerly ‘made when o
aperation; (2) New York o possed along to regular
bettars and players, ector of money, credited
on_the hooks of the syndicate through an efficlent bookkeeplng aystem, and
adding the tremendous factor that use of telephones was thue changed, greatly
teducing the efficiency of telephone lups; and (3) the eyndicale agreed to providy
‘stand-up men’ where feasible.” Mj, £0,

tand P2
*“Tt s gomewhat startling to learn that the syndicates are

articularly ha
with the consulidation of the. nlae police deparments into the Suﬂ':)lk County Po |5Z
Department, ap they feel Ihat protection is ler to  arrange through one

atampeded the independents
the syndicate can now plek
admit,” Jbid

T See Creasey, The Fu
at 3536, prlated as appendix A of this volame

o o[Glambling 12 the leading source of erganization revenue, accounting for
probably hall of organization profits. It has beon sutimate) that illezal gambling
Grosses from sevon to twenty billion dutlars anpually. Johneon, supra note 2,
4%, 202 For somo eatimmtcn on the volume of fllepel gambling, seo id. at 403

he

nctlons and Structure of Criminal Syndicates, Sept. 1966,

w22
™ “Gambling_profits are 1

sl principal support of blg-time racketeering and

ndnclal resonrces whereby ordinary
ers, politlcal hossca, preudo business
Kelauver Comm., 32 Inierin Rep.s o son oo

. “Theso profits pro

N
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bling profits provide the initial capital for .loan-shark
operations.’?

No comprehensive analysis has cver been made of what
kinds of customers loan sharks have, or of how much or
how often each kind borrows, Enforcement officials and
other investigators do have some information. Gamblers
borrow to pay gambling losses; 3 narcotics users borrow
to purchase heroin. Some small businessmen borrow from
loan sharks when legitimate credit channels are closed.3*
The same men who take bets from employces in mass
employment industries also serve at times as loan sharks,
whose money enables the employees to pay off their
gambling debts or meet household necds. s

Interest rates vary from 1 to 150 percent a week, ac-
cording (o the relationship between the lender and bor-
rower, the intended use of the money, the size of the
loan, and the repayment potential.®® The classic “6-for-5”
loan, 20 percent a week, is common with small bor-
rowers. Payments may be due by a certain hour on a
certain day, and even a few minutes’ default may result
in a rise in interest rates. The lender is more interested
in perpetuating interest payments than collecting prin-
cipal; and force, or threats of force of the most brutal
kind, are used to effect interest collection, eliminate pro-
test when interest ratcs are raised, and prevent the be-
leagucred borrower from reporting the activity to en-
forcement officials.” No reliable estimates exist of the
gross revenue from organized loan sharking, but profit
margins are higher than for gambling opcrations, and
many officials classify the business in the multi-billion-
dollar range.’

Narcotics,® The sale of narcotics is organized like a
legitimate importing-wholcsaling-retailing business. The
distribution of heroin, for example, requires movement
of the drug through four or five levels between the im-
porter and the strcet peddler. Many enforcement offi-
cials believe that the severity of mandatory Federal nar-
cotics penalties has caused organized criminals to restrict
their activities to importing and wholesale distributon.**

82d Cong., st Sesa. 2 (1951),

or an excellent treatment
PORARY COMM'N OF INVESTIGATI
1S )by,

307,
b of the subject in New York State, sea M.

0N, THE LOAN BHARK RACKET (1965).

portlon of the multibiltion dollar

supra note 2, at 403,

TeMi

B PR &
take of organized crime.”  Johnson,

> Permanent Subcomum. on Tnvestigations of the Sen. Comm. on Cov't Operations,
Organized Crime and Miicic Trafic in Narcotics (herelnfter oited ny McClellan,
Narcotlcs Rep.], s, nee, st Sess, 18 (1965) ; testimony of
1. Edgar Hoover, i on Dep'ts of State, Justice, and
Commerce, the Judiclary, and Related Agencies Appyopriacions of ths House
Comm. on' Appropriations, 891k Cong., 2d Scas. 272 (1966).

3 1In his etalement to the Temporary Commission of Investigation of the State of
New York on Apr. 22, 1960, Comm'r Charles R. Thom described how lore sharking
pravided tho means for g p y ind, b :

“Speaking generally, prior to 1958, professional gambling in Suffolk County was
conducted primerlly by independent operators, There was no known patiern of
organlzed gambling beyond the usuel. facilitics for laying off, and e reported
rackets or collateral eciminal activitles.

“‘About two years ago, representatives
approaching these independent gambling o
them into ayndicated uperations.
fused to be

Hons until these bookies wers hooked,
notorlous 6 for 5 plu
the bookles on tha
$5.00 borrowed,
that a bookis who had a couple of bad
under the control of the syndicate,
#mell busincssmon, including the typical
like, withoul the financlal resources to with
effectively accomplished by the
bookics now worked for 1he ayndly
N.Y. TEMPORARY COM M|

3 Infory

* Ses McClellan, Labar-Mgt. Rens., Final Rep., s,
2d Sees., pt. 4, at 772 {1960).

7 Information submitted 1o Commission by a Federal agency.

Bl MY, TEMPORARY caMM’N or JNVERTIGATION, THE LOAN SHARK mgpoRT 17 (1965).

® 8ea generally McClellan, Narcotics Hearings,
1 & 2 (1963), Iat & 2d Sess., pto. 3 & 4 (1963-64), 2
McClellan, Narcotics Rep., s. B, no. 72, 89th Cong., lat Se:

9 See Cremoy, supra note 5, at 35,

1 McClellan, Narcoties Rep., v REP, N0, 72, 89th Cong., Ist Sess. 120 (1965).

OAX ARARX RzFomT 45 (1943),
agency.
. MZP, Mo, 1139, 86th Cong.,

'd Sess., pr. 5
21, (1965) .
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They stay away from smaller-scale wholesale transactions

or dealing at the retail level. Transa:tions with addicts
are handled by independent narcotics pushers using drugs
imported by organized crime.*?

The Jarge amounts of cash and the international con-
nections necessary for large, long-teym -heroin supplies
can be ;provided only by organized cr mé. Conservative
estimates of the number of addicts n the Nation and
the average daily expenditure for hercin indicate that the
gross heroin trade is $350 million annually,*® of which $21
million; are probably profits to the imjiorter and distribu-
tor.®* Most of this profit goes to org: nized crime groups
in thosg few cities in which almost all \xeroin consumption
oceurs.

Other : Goods and Services. Pro: titution and boot-
legging play a small and declining rgle in organized
crime’g operations.s Production of illegal alcohol is a
risky Qusiness. The destruction of sills and supplies by
law erjforcement officers during the initial stages means
the logs of heavy initial investment capital. Prostitution
is difficult to organize and discipline is hard to maintain.
Severgl important convictions of organized crime figures
in prostitution cases in the 1930’ a1d 1940’s made the
criminjal executives wary of further participation.*®

BUSINESS AND LABOR INTERESTS

Inﬁlh‘,lazian of Legitimate Business. A legitimate busi-
ness epables the racket executive to zcquire respectability
in thd community and to establish a source of funds that
appedrs legal and upon which just ¢nough taxes may be
paid {fo avoid income tax prosecution.t” . Organized crime
invests the profit it has made from illegal service activities
in a variety of businesses throughott the countrv.® To
succetd in such ventures, it uses accountants, attorneys,
and business consultants, who in .ome instances work
exclugively on its affairs®® Too cften, because of the
recip;ocal benefits involved in orgaiized crime’s dealings
with the business world, or because «f fear, the legitimate
sectof of society helps the illegitima:e sector.”® The Illi-
nois Crime Commission, after inv«stigating one service
indugtry in Ghicago, stated :

i
Theze is a disturbing lack of intere:t on the part of some
legitimate business concerns regarding the identity of the
persons with whom they deal. This lackadaisical attitude
15 copducive to the perpetration of frauds and the infil.
tratipn and subversion of legitimite businesses by the
organized criminal element.5*

Bécause business ownership is so easily concealed, it
is djﬁicult to determine all the tyoes of businesses that

organized crime has penetrated.® Of the 75 or so racket
leaders who met at Apalachin, N.Y., in 1957, at least 9
were in the coin-operated machine industry, 16 were in
the garment industry, 10 owned grocery stores, 17 owned
bars or restaurants, 11 were in the olive oil and cheese
business, and 9 were in the construction business. Others
were involved in automobile agencies, coal companies,
entertainment, funeral homes, ownership of horses and
race tracks, linen and laundry enterprises, trucking, water-
front activities, and bakeries,*®

Today, the kinds of production and service industries
and businesses that organized crime controls or has in-
vested in range from accounting firms to yeast manu-
facturing. One criminal syndicate alone has real estate
interests with an estimated valuc of $300 million® Ina
few instances, racketeers control nationwide manufactur-
ing and service industries with known and respected brand
names.**

Controf of business concerns has usually been acquired
through one of four methods: (1) investing concealed
profits acquired from gambling and other illegal activi-
ties; (2) accepting business intercsts in payment of the
owner’s gambling debts; (3) foreclosing on usurious loans;
and (4) using various forms of extortion,®

Acquisition of legitimate businesses is also accomplished
in more sophisticated ways. One organized crime group
offercd to lend money to a business on condition that a
racketeer be appointed to the company’s board of direc-
tors and that a nomince for the lenders be given first
option to purchase if there were any outside sale of the
company’s stock.>” Control of certain brokerage houses
was sccured through foreclosure of usurious loans, and
the businesses then used to promote the sale of fraudulent
stock, involving losses of more than $2 million to the
public.®

Criminal groups also satisfy defaulted loans by taking

over businesses, hiring professional arsonists to burn
buildings and contents, and collecting on the fire insur-
ance. Another tactic was illustrated in the recent bank-
ruptey of a meatpacking firm in which control was secured
as payment for gambling debts. With the original owners
remaining in nominal management positions, extensive
product orders were placed through established lines of
credit, and the goods were immediately sold at low prices
before the suppliers were paid. The organized criminal
group made a quick profit of three-quarters of a million
Qollars by pocketing the receipts from sale of the products
ordered and placing the firm in bankruptcy without
paying the suppliers.®®

4314, ot 121-22.

d, at 120,

U Iuformation submitted 10 Comminslon by a Fede al agency.

¥ “Gambling has supplanfed prostitutian ead | cotlegging ss the chicf source
of revpnue for organized crime. Before the Fimt Warld War, the major profits
of orgenized criminals were obtained from pro-thution. The passage of the
Mana| White Stave Act, the changing sexual m ures, and public oplnion, com.
bined|to make commerciutized prostliation & Jese profilable and mare hazardous

' Kefauver Comm., 2d Interim Rep.. s, ste, xo. 141, 82d Cong.,

1t (1952).
For| a recent investlgation of commercialized yrostitution, see x.¥. TEMrORARY
commin or ax or taw N BOfFaLo

(1961},
"%'eopla v. Luclano, 277 N.Y. (-MBia)M NE.:d 483, cert. denisd sub nom.,

Lucigno v. New York, 305 U.S. 620 (19 © 1po FOWELL, NINETY TIMES CUILTY
(19399, llld! lfor a brief description ol Charles Li clano’s role in organized crime,
Xcerpt from soNDRRN, SRoTHERH00D OF EviL (1959),
Amanica 302 (Tyler ed. 1952) . ( ). i oncavizen caee i
" Ses Kofauver Comm., 3d Interim Rep.. v. Mv. Xo. 307, 82d Cong., Iat Sews.

170 (IDSI)A
4 1'[C]riminals and racketeers sing the r:ofity of organtzed crime ta buy

up and apcrate legitimate t Kl w 3d Inieri: A
nEr. jvo. 307, 82d Cong., h:s::‘:ll“;"l .(n]-ﬂﬁl). ofwwer Comm, 3d Tnrerim Rep-, »

i

|
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@ “Mobuters and racketeers have been assi
tax lawyers in delrauding the Govermnent.” . at 4.

 “In sgme [nstances legitimate busienssmen have ided the futerests of the
underwarld by awarding lucrative contracts to gangsters and mobsters in returs for
help in bandling employees, defeating attempts at unionization, and in breaking
steikes.! 5.

611965 1LL, CRIME INVESTICATING COMM'N mep. 11,

©1 “Uning dummy fronts, the real ownets of n business, tie men who put up
the money, never have to list Yhemaclves ag awnere or partncrs or as even belng
involved in eny way in the business." Grutzner, Mafia Steps Up Infileration
and Looting of Businesses, N.Y. Times, Feb. 14, X 1, col, 3, at 65, col, 1.

8 McClellan, Labor-Mgl. Reps., Firal Rep., a. no. 1139, #6th Cozg., 2d
Sesn,, pt. 3, at 487-8B (1960). The topost of the Kefauver Committer provides

dfscusslon of the degeee of infiltration Intn f{egitimate business. including »
i n which organized crime ja involved.
. mee. wo. 307, 82d Cong., st Sess. 170-81

sted by some tax accountants and
t

1
Iise of 50 types of business ente
zm.um Comm., 3d laterim Rep.,

8 [nformation submltted to Commission by n Federal agency.
54 [bid.

o Gratznes, supra note 5, at 65, cole. 36,
W10, eols. 1-3. Hearings Before the Subcomm. on Criminal Laws and Pro-
cedures of the Sen. Comm, on the fudiciary, 89th Cong., 24 Sess., ut 204-06 (1966) .
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Too little is known about the effects on the economy of
organized crime’s entry into the business world, but the
examples above indicate the harm done to the public ®
and at least suggest how criminal cartels can undermine
free competition. The ordinary businessman is hard
pressed to compete with a syndicate enterprise. From its
gambling and other illegal revenue—on most of which no
taxes are paid—the criminal group always has a ready
source of cash with which to enter any business. Through
union connections, the business run by organized crime
either prevents unionization or secures “sweetheart” con-
tracts from existing unions.®* These tactics are used effec-
tively in combination. In one city, organized crime
gained a monopoly in garbage collection by preserving the
business’s nonunion status and by using cash reserves to
offset temporary losses incurred when the criminal group
lowered prices to drive competitors out of business.®

Strong-arm tactics are used to enforce unfair business
policy and to obtain customers.® A restaurant chain con-
trolled by organized crime used the guise of “quality con-
trol” to insure that individual restaurant franchise holders
bought products only from other syndicate-owned busi-
nesses. In one city, every business with a particular kind
of waste product useful in another line of industry sold
that product to a syndicate-controlled business at one-
third the price offered by legitimate business.

The cumulative effect of the infiltration of legitimate
business in America cannot be measured.” Law enforce-
ment officials agree that entfy into legitimate business is
continually increasing and that it has not decreased or-
ganized crime’s control over gambling, usury and other
profitable, low-risk criminal enterprises.

Labor Racketeering.®® Control of labor supply and in-
filtration of labor unions by organized crime prevent
unionization of some industries, provide opportunities for
stealing from union funds and extorting money by threats
of possible labor strife, and provide funds from the enor-
mous union pension and welfare systems for business ven-
tures controlled by organized criminals. Union control
also may enhance other illegal activities. Trucking, con-
struction, and waterfront shipping entrepreneurs, in
return for assurance that business operations will not be
interrupted by labor discord, countenance gambling, loan
sharking, and pilferage on company property. Organized
criminals either direct these activities or grant “‘conces-
sions” to others in return for a percentage of the profits.

Some of organized crime’s effects on labor union affairs,
particularly in the abuse of pension and welfare funds,
were disclosed in investigations by Senator John McClel-
lan’s committee. In onec case, almost immediately after
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receiving a license as an insurance broker, the son of a
major organized crime figure in New York City was
chosen as the broker for a number of such funds, with
significant commissions to be earned and made available
for - distribution to “silent partners.” The youthful
broker’s only explanation for his success was that he had
advertised in the classified telephone directory.®”

In New York City, early in 1966, the head of one
organized crime group was revealed to be a partner in a
labor relations consulting firm. One client of the firm,
a nationally prominent builder, said he did not oppose
unions but that better and cheaper houses could be
built without them. The question of why a legitimate
businessman would seek the services of an untrained con-
sultant with a criminal record to handle his labor rela-
tions was not answered.

LOCATION OF ORGANIZED CRIME
ACTIVITIES

Organized criminal groups are known to operate in
all sections of the Nation. In response to a Commission
suryey of 71 cities, the police departments in 80 percent
of the cities with over 1 million residents, in 20 percent
of the cities with a population between one-half million
and a million, in 20 percent of the cities with between
250,000 and 500,000 population, and in over 50 percent
of the citics between 100,000 and 250,000, indicated
that organized criminal groups exist in their cities. In
some instances Federal agency intelligence indicated
the presence of organized crime where local reporis de-
nied it Of the nine citics not responding to the Com-
mission survey,® six are known to Federal agencies to have
extensive organized crime problems.™ Where the exist-
ence of organized crime was acknowledged, all police
departments indicated that the criminal group would con-
tinue even though a top leader died or was incarcerated.

Organized crime in small cities is more difficult to
assess. Law enforcement personnel are aware of many
instances in which local racket figures controlled crime
in a smaller city and received aid from and paid tribute to
organized criminal groups located in a nearby large
city. In one Eastern town, for example, the local
racket figure combined with outside organized criminal
groups to establish horse and numbers gambling gross-
ing $1.3 million annually, an organized dice game draw-
ing customers from four states and having an employec
payroll of $350,000 annually, and a still capable of pro-
ducing $4 million worth of alcohol each year. The town’s
population was less than 100,000." Organized crime
cannot be seen as merely a big-city problem.

® “There can be little doubt thet the public suffers (rom gangater penelration
into legitimate business. It suffers becsuss highee prices must be paid for
acticles and sorvices which It must buy. . .. The public suflers beceuse it may
have to put up with shoddy and inferlor merchandiso in fielde where gangsters have
been abls Lo obtain & monopoly.” Kefanver Comm., Jd Incerim Rep., 2. ner. No.
307, 62d Cong., let Sess. 170-71 (1951),

of Sen Johnaon, Organized Crime: Challenge to the American Legal System (pt.
1), 53 3. CAIM. L., €. & P8, 399, X

9 Seo generatly MoClellan, Labor-Mgt. Reps., Ist Interim Rep., 3. ner. na. 1417,
85th Cong., 2d Sess. (1938), 2d Incerim Rep. (pts. 1 & 2), 8. Ree, no. 621, 86th
Cong., lat Sems. (1959), Final Rep. (pis. 1-3), 3. xxr. No. 1139, 86th Cony., 2d
Sess. (1960}

® Information submitied 1o Commission by a Federal agency.
04 “When organized crime embarks nn a venture in legllimate business it
ordinarily brings to that venture all tho af violence an:

Z‘zi';;l ll'ﬂl em’{.vlulyled z'" “;. 1zlleg§l enlel('prinl." Johnaon, Organized Crime:
allenge to the Americar 12 . 1), 53 1. W Li, € 8.
P in Leqal System (pt. 1} 1. CRIM, L, €. & P.8. 399,

For & dlscusslon of tho criminal infiltration of legltimate actlvities, sen
Wostzel, An Overview o] Organized Crime: Mores versus Moralicy, Annals, May

1963, pp. 1, 6-7. For an excellent dlscussion of criminal infiltration lato busins
in Chicago, sea Peterson, Chicago: Shades o} Capone, Annals, May 1963, pp
32-3

™ For a detailed examination of labor racketcering, sco McClellan, Labor-Mpgt,
Reps., st Interim Rep,, 8. wer. no. 1417, 85th Cong., 2d Sem. (195.6], 2d Interim
Rep. (pte. 1 & 2), 8. axe, nNo. 621, 86th Cong., lat Sess. (1959}, Final Rep. (pis.
1-4), 8. REP. NO. 1139, 86th Cong., 2d Sess. (\ .

 Intervicw with James P. Kelly, former investigator for Sen. Sclect Comm. on
Improper Activitles in the Labor or Management Field, Nov. 23, 1966.

£ submitted to i y a Federal agency. The Kefauver

d_similar n responses of cerlain local law

enforcement officla ether out of lgnorauce or indolence is not clear, but some
Tocal authorities Inelsted, orally and In writing, that there wsa no organized crime
in thele Jurisdiction, although the subsequent testimony proved them palhetically
in ersor” Kefwuvor Comm., 2d laterim Rep., s. nxp. no. 141, 82d Cong., lst

oy, 7 (1 .

Sz‘;Buﬂ(ll:.SlL.Yq Flint, Mich., Ki 3+ Milwaukee, Wis.; Mobile,
a.; Nashville, Tean.; New O 3 Youngstown, Ohlo.
I [nformation submicted to Comm!

W Jbid.
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CORRUPTION OF THE ENFORCEMENT
ANDI!POLITICAL SYSTEMS ™

Today’s corruption is less visible, mre subtle, and there-
fore more difficult to detect and ass:ss than the corrup-
tion of the prohibition era. All aviilable data indicate
that drganized crime flourishes onl+ where it has cor-
rupted local officials.”® As the scop2 and variety of or-
ganizdd crime’s activities have exfpanded, its nced to
involve public officials at every level of local government
has grown. And as government reg ilation expands into
more and more arcas of private and susiness activity, the
power to corrupt likewise affords the corrupter more
contrdl over matters affecting the ¢ /eryday life of each
citizer.

Cortrast, for example, the way g overnmental action
in contract procurement or zoning finctions today with
the way it functioned only a few years ago. The poten-
tial hdrm of corruption is greater tcday if only because
the scope of governmental activity is greater, In dif-
ferent| places at different times, o'ganized critne has
corrupjted police officials, prosecutor:, legislators, judges,
regulatory agency officials, mayors, councilmen, and other
public| officials, whose legitimate exeicise of duties would
block organized crime and whose illey;al exercise of duties
helps it.’

Neutralizing local law enforcement is central to orga-
nized crime’s operations. What can the public do if no
one investigates the investigators, ang the political figurcs
are ndutralized by their alliance with organized crime?
Anyorie reporting corrupt activities m ay merely be telling
his story to the corrupted; in a recer t “investigation” of
widespiread corruption, the prosecutor announced that
any citizen coming forward with evidence of payments
to pullic officials to secure government action weuld be
prosecpited for participating in such unlawful conduct.

In recent years some local gove nments have been
dominated by criminal groups. Tocay, no large city is
completely controlled by organized :rime, but in many
there is a considerable degree of corr iption.”

Organized crime currently is direct ng-its efforts tocor-
rupt lgw enforcement at the chief or it least middle-level
supervisory officials. The corrupt political exccutive
who ties the hands of police officia s who want to act
against organized crime is cven mor- effective for orga-
nized ¢rime’s purposes.” To secure political power or-
ganized crime tries by bribes or political’ contributions to
corrupt the nonoffice-holding politic J feaders to whom
judges; mayors, prosecuting attorneys, and corrc:tional
officials may be responsive.

It is impossible to determine how extensive the cor-
ruption of public officials by organized crime has been.
We dq know that there must be mo-e vigilance against
such corruption, and we know that tiere must be better
ways for the public to communicate information about
corruption to appropriatc governmertal personnel.

ANIZED CRIME

MEMBERSHIP AND ORGANIZATION
OF CRIMINAL CARTELS "

Some law enforcement officials define organized crime
as those groups engaged in gambling, or narcotics push-
ing, or loan sharking, or with illegal business or labor
interests. This is useful to the extent that it eliminates
certain other criminal groups from consideration, such as
youth gangs, pickpocket rings, and professional criminal
groups who may also commit many types of crimes, but
whose groups are ad hoc. But when law enforcement
officials focus exclusively on the crime instead of the orga-
nization, their target is likely to be the lowest-level crimi-
nals who commit the visible crimes. This has little effect
on the organization.’

The Commission believes that before a strategy to com-
bat organized crime’s threat to America can be developed,
that threat must be assessed by a close examination of
organized crime’s distinctive characteristics and methods
of operation.

NATIONAL SCOPE OF ORGANIZED CRIME

In 1951 the Kefauver Committee declared that a na-
tionwide crime syndicate known as the Mafia operated
in many large cities and that the leaders of the Mafia usu-
ally controlled the most lucrative rackets in their cities.™®

In 1957, 20 of organized crime’s top leaders were con-
victed (later reversed on appeal}®® of a criminal charge
arising from a meeting at Apalachin, N.Y. At the sen-
tencing the judge stated that they had sought to corrupt
and infiltrate the political mainstreams of the country,
that they had led double lives of crime and respectability,
and that their prabation reports read “like a tale of
horrors.”

Today the core of organized crime in the United States
consists of 24 groups operating as criminal cartels in large
cities across the Nation. Their membership is exclusively
men of Italian descent, they are in frequent communica-
tion with each other, and their smooth functioning is
insured by a national body of overseers. .To date, only
the Federal Bureau of Imvestigation has been able to
document fully the national scope of these groups, and
FBI intelligence indicates that the organization as a whole
has changed its name from the Mafia to La Cosa Nostra,

In 1966 J. Edgar Hoover told a House of Representa-
tives Appropriations Subcommittee:

La Cosa Nostra is the largest organization of the criminal
underworld in this country, very closely organized and
strictly disciplined. They have committed almost every
crime under the sun . . .

La Cosa Nostra is a criminal fraternity whose member-
ship is Italian either by birth or national origin, and it
has been found to control major racket activities in many
of our larger metropolitan areas, often working in con-

™ “Finally, the publio suffers Lecouse the vast cecnomic resourcea thet gang-
sters and , racketeers control [enshls] them to cons lidste their eenncmic end
political gositions. Money, and partlcularly ready c sh, i power in nny com-
munity add over and over again thisx commitiee found instancca where
racketeeral money has been used to cxercise infiuenia with Federal, swte, and
local officjals and agencles of government . .. The motiey used by hoodluma
to buy eqonomic and political control is also uscd to induce public apathy."'
}(Ic;s-lu)ver Comm., 3d Interim Rep., 8. war. no, 307, 82] Cong., Ist Scas. 171

™ “[CImraplion by organized ctime s a normal cindllion of Amerlcan local
Koveramen| politics.”  Moynikan, The Private Godernment of Organized
Crime, The Reporter, July 6, 1961, p. 14.

Seo, for cxample, United Siates v. Kahaner, 37 F.2d 459, cere. denied,
375 U.S. 836 (1963), In which a Stale judge, s Federal progccutor, and a racketesr
were involyed in a conspiracy to abstruct justico in car rection with the sentencing
of a Fedefal law violator. See also Johason, supra nots 6L, at £19-22,
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cert with criminals representing other ethnic backgrounds.
5 [nformation submitied to Commission by e Federal agency.

70 “The largest single factor in he breakdown of law enforcement agencics in
ea] i if ublic
2.

ABA, REFONT ON ORCANIZED CAIME AND LAW

T See generally Cressey, supra note 327. For
gavized crime members and their activities in verious areas of the country,
see McClellan, Narcotics Hearings, 88tk Cong., Ist Sees., pto. I & 2 {1963},
It & 2d Sess., pts. 3 & 4 (1963-64), Zd Sess,, pt. 5 (1964} . .

" “Minac members . . . may be imprisoned, but the top leaders zemain
ively untouched by law enforcement agencles.” aBa, op. cif. sapra note 76,

el
t 13,
" Kelagver Camm., 3¢ Iaterim Rep., s. mir. no. 307, B2d Cong., lst Sess.
150 (1951).

80 United States v. Bufallan, 285 F.2d 468 (2d Cir. 1960).

M. See teatimony of J. Edgar Hoover, supre mote 32, =t 272-74,
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It operates on a nationwide basis, with international impli-
cations, and until recent years it carried on its activities
with almost complete secrecy. It functions as a criminal
cartel, adhering to its own body of “law” and “justice”
and, in so doing, thwarts and usurps the authority of
legally constituted judicial bodies . .

In individual cities, the local core group may alko be
known as the “outfit,” the “syndicate,” or the “mob.” 8
These 24 groups work with and control other racket
groups, whose leaders are of various cthnic derivations,
In addition, the thousands of cmployecs who perform
the street-level functions of organized crime’s gambling,
usury, and other illegal activitics represent a cross section
of the Nation’s population groups.

The present confederation of organized crime groups
arose after Prohibition, during which Italian, German,
Irish, and Jewish groups had competed with one another
in racket operations. The Ttalian groups were successful
in switching their cnterprises from prostitution and boot-
legging to gambling, extortion, and other illegal activitics.”
They. consolidated their power through murder and
vialence.®

Today, members of the 24 core groups reside and are
active in the States shown on the map. The scope and

. N

States in Which Or

ganized Crime Core Group Members
Both Reside and Operate

effect of their criminal operations and penetration of
legitimate businesses vary from area to arca. The wealth-
iest and most influential core groups operate in States
including New York, New Jersey, Ilinois, Florida, Louisi-
ana, Nevada, Michigan, and Rhodc Island.s> Not shown
on the map are many States in which members of core
groups control criminal activity even though they do not
reside there.  For example, a variety of illegal activities
in New England is controlled from Rhode Island.#
Recognition of the common ethnic tie of the 5,000 or
more members of organized crime’s core groups # is essen-
tial to understanding the structure of these groups today.
Some have been concerned that past identification of
Cosa Nostra’s ethnic character has reflected on Italian-
Americans generally. This false implication was elo-

K, at 272,

% Soe testimony uf former Now York City Police Comm’s Michael J, Murphy,
MeClellan, Narcotics Hearings, 83th Cang., Tt Sean: Pt. 1, at 63 (1963) 3 tentimony
of Capt, William Dufly, d. L. 2, al 506; oericy or 1o N.Y. COUNSEL T¢ THE
o o COMBATING ORGANIZED CRIME—4 REPORT 0 WE 1065 oyorr BAY, NEw
YORK, CONFERENCEB ON COMBATING ORGANIZED CRIME 20 (1960),

 Sice generally ongAMIZE CRIME 1N AmMERICL 147-224 (Tyler cd. 1962).

::;zgzmmuun submlited to Cammission by o Federal agency.

id.
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quently refuted by one of the Nation’s outstanding cxperts
on organized crime, Sgt. Ralph Salerno of the New York
City Police Department. When an Italian-American
racketcer complained to him, “Why does it have to be
one of your own kind that hurts you?”, Sgt. Salerno
answered:

I'm not your kind and you're not my kind. My manners,
morals, and mores are not yours. The only thing we
have in common is that we both spring from an Italian
heritage ‘and culture—and you arc the traitor to that
heritage and culture which 1 am proud to be part of.s®

Organized crime in its totality thus consists of these
24 groups allied with other racket enterprises to form a
loose confederation operating in large and small cities,
In the core groups, because of their permanency of form,
strength of organization and ability to control other rack-
eteer operations, resides the power that organized crime
has in America today.

INTERNAL STRUGTURE #°

Each of the 24 groups is known as a “family,” with
membership varying from as many as 700 men to as few
as 20.  Most cities with organized crime have only one
family; New York City has five. Each family can par-
ticipate in the full range of activities in which organized
crime generally is known to engage. Family organization
is rationally designed with an integrated sct of positions
geared to maximize profits. Like any large corporation,
the organization functions regardless of personnel
changes, and no individual—not even the leader—is in-
dispensable.  If he dies or goes to jail, business goes on.

The heirarchical structure of the familics resembles that
of the Mafia groups that have operated for almost a
century on the island of Sicily. Each family is headed
by onc man, the “hoss,” whose primary functiorts are
maintaining order and maximizing profits. Subject only
to the possibility of being overruled by the national ad-
visory group, which will be discussed below, his authority
in all matters relating to his family is absolute.

Beneath cach boss is an “underboss,” the vice president
or deputy director of the family.  He collects information
for the boss; he relays messages to him and passes his
instructions down to his own underlings. In the absence
of the boss, the underboss acts for him.

On the same level as the underboss, but operating in a
stafl capacity, is the consigliere, who is a counselor, or
adviser.  Often an elder member of the family who has
partially retired from a career in crime, he gives advice
to family members, including the boss and underboss, and
thercby enjoys considerable influence and power,

Below the level of the underboss are the caporegime,
some of whom serve as buffers between the top members
of the family and the lower-cchelon personnel.  To main-
tain their insulation from the police, the leaders of the
hicrarchy (particularly the boss) avoid direct communi-
cation with the workers. All commands, information,
complaints, and money flow back and forth through a

& Testimony of J. Edgar oover, Hearings Before the Subcomm. on Dep'ts
of State, Justice, and Commerce, the Judiciary, and Related Agencies Appropiia.
tiegs ol the House Comm. on Appropristions, 83th Conr., 24 Seas, 278 (1666) .

* Grutzner, City Police Expert on Msfa Retiring from Force, N.Y. Times, Jan.
21, 197, p. 05, col. 3. ) i

" For an extensive discussion of the interaal structure of the organized crime
yeoups, see Cremsey, The Functions and Structure of Criminal Syndicates, Sept.
1966, at 31-40, printed as appendix A of this volume. See also McCleltan, Nor-
gatics Hearings, 88th Cong., Iat Sess., pta. 1 & 2 (1963), 1st & 20 Sess., pte. 3 & 4
(1963-64), 2d Sess., pL. 5 (1961).
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trusted go-between. A caporegima 1ulfilling this buffer goals® By including these positions within its organiza-
capacity, however, unlike the undertoss, does not make  tion, each criminal cartel, or “family,” becomes a govern- ' ;
decisions or assume any of the author ty of his boss. ment % as well as a business. |
Other caporegime serve as chiefs of operating units. The highest ruling body of the 24 families is the “com-
The njmmber of men supervised in each unit varics with  mission.”  This body serves as a combination legislature,
the size and activities of particular f unilies. Often the supreme court, board of directors, and atbitration board; i
capordgima has one or two associates who work closely its principal functions are judicial. Family members 1
with Rim, carrying orders, information, and money to look to the commission as the ultimate authority on or-
the mén who belong to his unit. Frcm a business stand-  ganizational and jurisdictional disputes. It is composed
point, ithe caporegima is analogous tc plant supervisor or  of the bosses of the Nation’s most powerful families but
sales manager. has authority over all 24. The composition of the com-
The lowest level “memben” of a fa mily are the soldati, mission varies from 9 to 12 men. According to current
the saldiers or “button” men who “eport to the capo- information, there.are presently 9 families represented, 5
regim¢. A soldier may operate a pa Aicular illicit enter- from New York City and 1 each from Philadelphia, Buf-
prise, &.g., 2 loan-sharking operation, a dice game, a lot-  falo, Detroit, and Chicago.®
tery, 4 bookmaking operation, a smu rgling operation, on The commission is not a representative legislative
a comimission basis, or he may “own’’ the enterprise and assembly or an elected judicial body. Members of this
pay a;portion of its profit to the org anization, in return  council do not regard each other as equals. Those with
for the right to operate. Partnersh ps are common be- long tenure on the commission and those who head large
tween two or more soldiers and betwt en soldiers and men families, or possess unusual wealth, exercise greater au-
highet up in the hierarchy. Some soldiers and most  thority and receive utmost respect. The balance of power
upper-cchelon family members havs interests in more on this nationwide council rests with the leaders of New
than one business. : York’s 5 families. They have always served on the com-
Beneath the soldiers in the hieraichy are largs num- fmssion and consider New York as at least the unofficial
bers of employees and commission agents who are not headquarters of the entire organization.
members of the family and are not siecessarily of Ttalian In recent years organized crime has become increas-
desceht. These are the people who do most of the actual  ingly diversified and sophisticated. One consequence ap-
work |in the various enterprises, T ey have no buffers  pears to be significant organizational restructuring. As in
or other insulation from law enfor:ement. They take any organization, authority in organized crime may de-
bets, drive trucks, answer telephone, sell narcotics, tend  rive either from rank based on incumbency in a high posi-
the stills, work in the legitimate businesses. For example, tion or from expertise based on possession of technical
in a major lottery business that oper ited in Negro neigh- knowledge and skill. Traditionally, organized crime
borhdods in Chicago, the workers were Negroes; the g§roups, like totalitarian governments, have maintained
bankers for the lottery were Japanesc-Americans; but the discipline through the unthinking acceptance of orders by
game, including the banking operat on, was licensed, for  underlings who have respected the rank of their superiors.

a fee) by a family member.® : However, sinc_c. 1931, organized crime has gained power
THe structure and activities of 1y typical farnily are and FCSPCCtab_lhtY by moving out of bootlegging and pros-
showh in the chart on the following page. titution and into gambling, usury, and control of legiti-

THere are at least two aspects of arganized crime that ~Tate business. Its ne.cd for f:xpertise, based on techni-
charhcterize it as a unique form of criminal activity. cal knowledge and skill, has increased. Currently both
The frst is the element of corruption.  The second is the the structure and operation of illicit enterprises reveal
element of enforcement, which is nccessary for the main- %0me indecision brought about by attempting to follow
tenance of both internal discipline and the regularity of both patterns at the same time. Organized crime’s “ex-
busifiess transactions. In the hicrarchy of organized perts’” are not fungible, or interchangeable, like the “sol-
crimb there arc positions for people fulfilling both of diers” and street workers, and since experts are included
these functions. But neither is csse itial to the long-term within an organization, discipline and structure inevitably
opergtion of other types of crimina groups. The mem- assume new forms. Tt may be awareness of these facts
bers jof a pickpocket troupe or checl-passing ring, for ex- that is leading many family members to send their sons to
ample, are likely to take punitive action against any mem- universities to learn business administration skills.
ber \who holds out more than his thare of the spoils, or As the bosses realize that they cannot handle the com-
betrays the group to the police; bt t they do not recruit  Plicated prqblems of business and finance alone, their
or tdain for a well-established position of “enforcer.” authority will be delcgated. Decisionmaking will be de-
Qlrganized crime groups, on the other hand, are be- centralized, and individual frcedgm_ of action will tend
lieved to contain one or more fix =d ;positions for “en- to increase. New problems of discipline and authority
forcers.” whose duty it is to maintain, organizational integ- ™2y occur if greater emphasis on expertise within the
rity | by arranging for the mairting and killing of ranks denies unskilled members of the families an. oppor-
recalcitrant members. And there is a position for a tunity to rise to positions of leadership. The unthinking
“cotrupter,” whose function is to astablish relationships  acceptance of rank authority may be difficult to maintain
with those public officials and otter influential persons when experts are placed above long-term, loyal soldiers.
whase assistance is necessary to ach eve the organization’s Primarily because of fear of infiltration by law enforce-

e —

@ Tptormation submitted to Commisaion by « Feceral agency. o e[[]n eBect organized crime conmitutes o kind of private governmept whose

Federal sgency intelllgence indicates “that ihe consigiliers frequeatly acts  power rivals and often supplsnts that of clecled public ‘Goverament.”  Moynihan,

as thi “corrupter.” In this ion, the Kefa: ver i 1 4 'the  supre note 13, at 15.

Molsthr influence Frank Costello exercised upun 115 New York Counly Democratic 2 Tnformation submitted to Commlzlon by a Federal agency.

organ|eation, Kofauver Comm., 3d Interim Rep.. %. xxe. o. 307, Bl Cong., Int

Sesn.|143-44 (1951 X |
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An Organized Crime Family

- Caporegima

(Lieutenant)

(Lieutenant)

Corruption: Police
and Public Officials

Caporegima

Boss

K Conslgliere
(Counselor)
Underboss
Caporegima Caporegima
(Lieutenant) Caporegima (Lieutenant)
(Lieutenant)
Soldiers
(Members grouped under
Lieutenants)

Through threats, assault,
and murder, enforce discipline
over members, non-members and

Exercising Control in
fronts on orders from leader.

T Multi-State Area
With and through non-member

i and fronts—p ip
in, control or Influence

-/ N

Legitimate industry
Food Products
Reaity

Restaurants
Garbage Disposal
Produce

Garment Manufacturing
Bars and Taverns
Waterfront
Securities

Labor Unions
Vending Machines
Others

78-508 O—67—pt. 1—9

Illegal Activities

Gambling (Numbers, Policy,
Dice, Bookmaking)
Narcotics

Loansharking

Labor Racketeering
Extortion

Alcohol

Others

Approved For Release 2002/05/08 : CIA-RDP70B00338R000200020060-8



APRY

, many of the families have no admitted new mem-
for several years. That fact plus the increasing
oyment of personnel with spacialized and expert
ions may blur the lines betwcen’ membership ‘and
In organized cririe, internal rebellioIn

t

men
bers
empl
funct
nonmembership.
would not take the form of strikes and picketing.
would bring a new wave of internz1 violence.

GODE |OF CONDUCT ™*

The leaders of the various organized crime families
acquire their positions of power and maintain them with
the agsistance of a code of conduct that, like the hierarchi-
cal structure of the families, is very :imilar to the Sicilian
Mafia’s code—and just as effective. The code stipulates
that underlings should not interfee with the leader’s
interdsts and should not seek protecion from the police.
Theylshould be “standup guys” who go.to prison in order
that the bosses may amass fortunes. The code gives the
leadefs exploitative authoritarian po ver over everyone in
the oyganization. Loyalty, honor, r:spect, absolute obe-
diencg—these are inculcated in fam ly members through
ritualistic initiation and customs vithin the organiza-
tion,"} through material rewards, a1.d through violence.
Though underlings are forbidden to “inform” to the out-
side world, the family boss learns of deviance within the
organjzation through an elaborate s'stem of internal in-
formants. Despite prescribed mechanisms for peaceful
settlerment of disputes between family members, the boss
himself may order the exccution of any family raember
for anly reason,

Th¢ code not only preserves lead zrship authority but
also makes it extremely difficult for law enforcement
to cultivate informants and mainta n them within the
organization.

NEED
AND 8§

FOR GREATER KNOWLEDGE OF ORGANIZATICN
TRUCTURE

Alg
organi
knowls
of the
about
ing th
tions.
presid|
additig
may h
troubl]

Mo
organi
entire
tion is

ough law enforcement has ur covered the skeletal
zation of organized crime fariilies, much greater
edge is needed about the structure and opcrations
e organizations, For example very little is known
the many functions performed by the men oceupy-
e formally established positioss in the organiza-
In private busincss identifying a person as a “vice
ent” is meaningless unless one knows his duties. In
pn to his formal obligations, tie corporate officer
ave important informal roles such as expeciter or
bshooter. :

e successful law enforcement 11easures against the
red crime families will be pos ible only when the
range of informal and formal roles for each posi-
ascertained. Answers to cruciil questions must be

found; While it is known that “monsy-movers” are em-
ployed| to insure maximum use of family capital,” how

U See Gressey, supra note 89, at 40-50.

% For d description of the initiation ritual, see Mc Clellze, Norcotics Hearings,
88th Cong] Sexa., pt. 1, at 180-85 (1963},

% A degcription of the roles of Nichalas iggs’” Forlano mad Charles *‘Ruby"

Stein in

he movement of maney for organized crimi graups in New York City
appears i

a report of the Temporary Commission of Invesigation of New York,
SHANK BACKET 17-20 (1965). The statu thet an expert ‘‘money.
n achieve was noted by the Commission: “ Torlino origlnally came out
oklyn syndicate headed by the late Joseph Piofacl. However, his sources
jre nat confined 1o his old syndicate. Hiv 1 zputavian for moving money

oved For, Release 20020508, GIArRRRTARI33RI00200020060-8

does money move from lower-echelon workers to top
leaders? How is that money spread among illicit activi-
ties and into legitimate business? What are the specific
methods by which public officials are corrupted? What
roles do corrupted officials play? What informal roles
have been devised for successful continuation of each of
the illicit enterprises, such as gambling and usury? Only
through the answers to questions such as these will society
be able to understand precisely how organized crime
maintains a coherent, efficient organization with a per-
manency of form that survives changes in working and
leadership personnel.

THE NATION’S EFFORTS TO CONTROL
ORGANIZED CRIME

Investigation and prosecution of organized criminal
groups in the 20th century has seldom procceded on a
continuous, institutionalized basis. Public interest and
demands for action have reached high levels sporadically;
but, until recently, spurts of concentrated law enforce-
ment activity have been followed by decreasing interest
and application of resources.

HISTORICAL BACKGROUND

The foothold that organized crime has gained in our
society can be partly explaincd by the belated recognition
on the part of the people and their governments of the
need for specialized efforts in law enforcement to counter
the enterprises and tactics of organized crime. A few
law enforcement officials became concerned with the
illicit enterprises of Mafia-type groups in the United
States near the close of the 19th century. Sustained ef-
forts at investigation were abruptly terminated by the
murders of two police officers, one from New Orleans
and one from New York City.”” The multimillion-dollar
bootlegging business in the Prohibition cra of the 1920's
produced intensive investigations by the Treasury Depart-
ment and the conviction of Chicago racket leader Al
Capone.

In the 1930, the special racket group of Thomas E.
Dewey in New York City secured the conviction of
several prominent racketeers, including the late Lucky
Luciano, the syndicate leader whose organizational
genius made him the father of today’s confederation of
organized crime families.”® 1In the early 1940’s, FEI in-
vestigation of a million-dollar extortion plot in the mov-
ing picture industry resulted in the conviction of several
racket leaders, including the Chicago family boss who was
then a member of organized crime’s national council.”

After World War IT there was little national interest
in the problem until 1950, when the U.S. Attorney Gen-
eral convened a national conference on organized crime.
This conference made several recommendations concern-
ing investigative and prosecutive needs.®® Several weeks

far murder. Far & description of the aclivities of Buchalter and Welss, ace
the excerpt fom TULLY, TREASURY AGENT (1958}, IN ORGAWIZED CRIME 1N AMERICA 205
(Tyler ed. 1962).

% See Peteraon, supra nate 65, at 80-32.

1 Tn u foreword to the report of the proceedings, Attorney General McGrath
described the background of the Conference: *“In the winter of 1949-50 repre-
wcntatives of the United States Conference of Mayors, Amerlcan Municipal As.
naciation, National Institute of Municipal Law Officers, National Association of
Autorneys General, and others came ar wiote to mo cxpeesting fheir alrm over

eficiently at great profit is generally known ta the
@ & result, his capital sources havo na boun is. ‘Any syndicate chieltan
t Forlano with unlimited funds, confident that a return or his in.
ill be assured." Id. 3

X, THE SECALT RuLERs 61-67 (1966). )

*s Intensive anlitscketeering campaign also led to the conviction in
e notnrious Louls “Lepke” Buchalter and Emmanual “Meads” Weiss

A
will entrg
vestment
¥ See g
Dewe:
1941 of
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the mounting prohlems of criminal law enforcement facing their communities,

i the diffizulties that are prescated to the local communities in
meeting tho evils arising from organized gambling operations." u.s. oEe'r oF
JUSTICE, THE ATTORNEY CRNIAAL'S CONPENENCE ON ORCANIZED CRIMe v (1950). A
key propasal by thn American Municipal Assoclation for tho “development of & co-
ardinated master plan of action on the whole syflem of Nation-wide rackets by
Federal, Stale, and local governments, and citizene’ groups™ has mever been
implemeated. 1d. at 32,
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later the well-publicized hearings of the Senate Special
Committec under Senator Kcfauver began. The Ke-
fauver committee heard over 800 witnesses from nearly
every State and temporarily aroused the concern of many
communities. There was a brief serics of local investiga-
tions in cities where the Senate committee had exposed
organized crime operations and public corruption, but
law enforcement generally failed to develop the investi-
gative and prosccutive units neccssary to root out the
activities of the criminal cartels.

In 1957 the discovery of the meeting in Apalachin,
N.Y., of at least 75 criminal cartel leaders from every
section of the Nation arouscd mnational interest again.
This interest was further stimulated by disclosurcs in the
hearings of Senator McClellan’s Select Senate Com-
mittee investigating organized crime’s infiltration of labor
and business.® A concerted Federal enforcement re-
sponse developed in the 1950's, and special, institutional-
ized efforts on the local level have been growing slowly
since that time.

FEDERAL LAW ENTORCEMENT

Following the Kefauver hcarings, the Department of
Justice commenced a concerted drive against the leading
racket figures identificd in the hearings. Federal pros-
ecutors throughout the Nation were encouraged to initiate
investigations and prosecutions of such persons. As a
result, 2 number of high level organized crime partici-
pants were convicted of Federal law violations. Under
authority of the immigration statutes, the Department was
successful in effecting the deportation of other racketeers.
In 1954, the Justice Department formed an Organized
Crime and Racketeering (OCR ) Section to encourage the
continuation of these prosccutive cfforts. Efforts to in-
stitutionalize an antiracketeering intelligence program
were hindered by a lack of coordination and interest by
some Federal investigative agencies.

In 1958, after Apalachin, an Attorney General’s Special
Group on Organized Crime was created in the Depart-
ment of Justice with regional offices from which intelli-
gence information was gathercd and grand jury procecd-
ings conducted, concerning the Apalachin conferees.'®
After trial and reversal of the convictions of 20 of these
conferees for conspiring to obstruct justice, the group’s
functions were assumed by the existing OCR Section.

In September 1960, the Federal Bureau of Investiga-
tion began to supply the OCR Scction with regular in-
telligence reports on 400 of the Nation’s organized crime
figures. But with only 17 attorneys and minimal intelli-
gence information from other Federal agencies, the section
could not adequately fulfill its functions, which included
coordinating all Federal law enforcement activities against
organized crime, accumulating and correlating all neces-
sary data, initiating and supervising investigations, formu-
lating gencral prosccutive  policies, and assisting the
Tederal prosccuting attorneys throughout the country.

In 1961, the OCR Section expanded its organized crime
program to unprecedented proportions. In the next 3

2002/05/08 - CIA-RRRFORA03IRR000200920060-8

This is a diagram of an interstate gambling operation that
the FBI disrupted. Gamblers based in Brooklyn con-
trolled lottery operations not only in Brooklyn, but in
Manhattan and Newark, N.J. The Newark “work”
(cash and gambling records) went first to a secret location
on Varick St. in Manhattan and then, together with the
Manhattan “work,” to the Brooklyn base where it was
processed.

1 McClellan, Labor-Mgt. Repa., 1s¢ Interim Rep., . rer. no. 1417, 85th Cong.,
24 Sess. (1958), 2d INTERIM REF. (pte. 1 & 2), 8, per. no. 621, 86th Cong., l‘-l
Sess, (1059), Final Rep. (pte. 1-4), 8. mee. no. 1139, 86th Cong., 2. Sess.

103 Tho Special Group on Organized Crlme in the United Stelce wao crested
on April 10, 1958, A detailed report analysing Federal investigative and proseou-
tlon requiremonts to contain organized crime succcasfully was submilted to the
Attorney General on Feb. 10, 1959, Seo Hearings Before Subcomm. No. § of the
House Comm. on the Judiciary, B7th Cong., 1t Seas., ser. 16, at 102-10 (1961).

76 %t 1960, befors thia drive began, wo secured the conviction of 45 persuns
for racketeerlng crimcs. [n 1961, after the drlve was first under way, we secured
73 convictions. In 1962, the number doubled to 138, In 1963, it doubled again
to 288, And isst year, it doubled once more, to 546." Testimony of Att'y Gen.
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years, regular intelligence reports were secured from 26
separate Federal agencies, the number of attorneys was
nealy quadrupled, and convictions increased.*®® Indica-
tive of the cooperation during this enforcement effort was
the pooling of information from several Federal agencies
for investigative leads in income tax cases. Over 60 per-
cent of the convictions sccured between 1961 and July
1065 resulted from tax investigations conducted by the
Internal Revenue Service!® Several high-level mem-
bers of organized crime families in New York City were
convicted through the cfforts of the Federal Bureau of
Narcotics.'*®

The FBI was responsible for convictions of organized
crime figures in New York Gity, Chicago, and elsewhere.
Enactment of statutes giving the FBI jurisdiction in inter-
statc gambling cases **° resulted in disruption, by investi-
gation and prosccution, of major interstate gambling
operations, including lay-off betting, which is essential to
the success of local gambling businesses.

In 1965, a number of factors slowed the momentum of
the organized crime drive. A Senate committee uncov-
cred a few isolated instances of wiretapping and electronic
surveillance by Treasury Department agents,'” and some
officials began to question whether special emphasis upon

-

Nicholes Katzonbnch, Long Comm. Hearings, 89th Cong., Iat Scss., pt. 3, at nuss

(1965).

10174, at 1159.

1% These included Johp “Blg John”
Lucchese family, and Carmino Galanto,
New York City, McClellan, Narcoties Hearings,
at 652 {charis F & E) (1963-64).

B e s and forefgn travcl or transportation In aid of racketesting cntor
prisea, 75 Stat. 498, 18 U.S.C. §1952; lnlerstate transportation of wagering
Petaphernalia, 75 Star, 492, 18 US.C. § 1953 tansmission of wagering Infoxmation,
%5 Star. 491, 18 U.S.C. § 1083 (1964).

107 §e genorally Long Comm. Hearings,
2 Seas., pt. 4, 24 Sean,, pta. 5-6 (1965}

Qrmento, identified ap & licutenant in the
underboss of the Bonnano family of
B8th Cong. 1st & 2d Sess., pt. 3,

891h Cong., lst Sess., pts. 1-3, lat &
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rganized crime in tax enforce nent was appropriate or
fair.  The Department of Just:ce was accused of exten-
siively using illegal electronic sur reillance in investi ations
df rackeeter influence in Las Vegas casinos.®®  Federal
rosecutors in some large cities demanded independence
from OCR Section atiorneys :nd prosecutive policies.
ttacks appeared in the press or the intensity and tactics

the Federal investigative anc! prosecutive efforts. A
high rate of turnover among OCR Section attorneys
meant discontinuity of effort ard reduced personnel by
nearly 25 percent.

This combination of adverse ¢ircumstances apparently
led the OCR Section to believe that it could no longer
expect the high degree of cooperation it had received from
same Federal investigative agen fes, and the intensity of
its efforts diminished. In May 1966, however, President
Jahnson directed Federal enforciment officials to review
the status of the national projTam against organized
come.  He restated his determination to continue and
ageelerate the program. In a YWhite House momoran-
dym he called upon the approjiriate agencics and de-
partments to coordinate their aciivities and cooperate to
the utmost with the Department ¢ f Justice. 1o

STATE AND LOCAL LAW LNFORCE {ENT

[The Commission made a surv. 1y of 71 cities to deter-
mine the extent of State and local law erforcement

= : - R000200020060-8
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against organized crime. The survey revealed that only
12 of the 19 cities that acknowledged having organized
crime have specialized units within the police department
to investigate that activity. In only 6 of those 19 cities
are prosecutors specially assigned to work on organized
crime. Only 3 of the 43 police departments that an-
swered that they had no organized crime in their area
had created units to gather intelligence concerning the
possibility of its existence, One of the three, Los Angeles,
has a 55.man unit that gathers intelligence information
to prevent the expansion of organized crime.1

At present, well-developed organized crime investiga-
tion units and effective intelligence programs exist within
police and prosecutive agencies in only a handful of
jurisdictions. " There is, however, some évidence that
local police and prosecutors are becoming more aware of
the threat of organized crime. For example, in Phila-
delphia, both the police department and the prosecutor
have created units to work exclusively in this area. In
the Bronx County prosecutor’s office responsibility for
antiracketeering work has been centralized, The New
England State Police Compact is a first step toward
regional confrontations of organized crime.* In addition
to provisions for mutual assistance in a number of areas
and for coordination of command training, the compact
provides for a centralization of organized crime data
to which all members contribute and from which all draw.
This system should reduce current duplication and permit
a better coardinated attack upon organized crime.

—_—_— -
LB Grandi v. Contral Telephone Co., No. AZ 157, 8th Jud, . Ct., Dec. 10,
196%; Levinsan v. Elean, No. A28156, 8th Jud. Jist. Ci., Dec. 10, 1965; Levinson
v. Kogers, No. A28155, 8th Jud, Dist. Ct., Dec, 10, 1968,
Memarandum from Pres, Lyndon B, Johmiin to Heads af D

and and ather ive hearlags. Blakey, Local Law
eat Response to Organized Crime, Jan. 1967 {unpublisked report to this
on).

'
Agchoies Partlcipaling in the Federal Organized Crime Drive, May § 1966,

21 Like counterpart units i the Chicago and Pew York City Folice Deposiments,
the history of the Los Angeles Police Departm nt's. [ntclligence Fivisiin cox” oo
\ractd back somo years. Iis current program, however, is of relativly seceas
datey Under the leaderehip of the lato Chict William H. Parker. the dipis
was [created in 1950. It has ility foc gathering lok about all
Fhanes of organieed crime in the Los Angeles arek. The primary purpsee of
@ Wivivion is intelligence; it has no criminal imyes

gero
it hus no criminal jnvestigaticn responsibi fty,
nintained with the local district attorney’t of
does not receive regular Intelligence rep:
of tqrgets for inveatigation. However, liaison s miintained with local, State,
regiohal, natinnal, wnd Federal agencies concerner with organized crime.
hus 517 aficers exclusive af clvilisn
employees. The Intelligence Division has 51 full- time. men assigned ta it. These
includo anc captain and four licutenants. The division reports directly to the
Chief of Police. Hoe in part to Chicago, ot-ldvel vice activity is handled
by commanders; ar ide activity, by the Ad ninidtrative Vice Division; snd
intelliy work, by the Inteilig Divis on. - The turagver of personnel
is mmall, less than 10 percent a year. The avirago. Iength of servige for field
invesllgatora is about 15" years; for supervisors, . hout 22" years, Promotion snd
retirenent are the primery factors lealling to ‘ars into and out of the divislon.
d division makes extensive use of physical s rveillance, not only &5 a meana
of objaining information, but alse to prevent hoa Hum contacts fram being made
or illegltimute actlvity from being camried on. Allbaugh expensive, this pro-
cedurg has been eflective. The d oo also muintaine & seven-man detsil
st the International Airport which covars the move fiengs of hoadlums on & 24-hour
basie.; Extensive use is made of public wources of Informatian, 9 of eleclronic
equipment, however, has been severely limited by :Stato law and Is seldom
employed. This is in shatp contrast with tho pra tices of a few years ago, when
the use af such equipment waw considered lege. and was widely and, §n the
divisidn's opintan, cffectively employed,

The| Loa Angelea Police Depattment was onc o: the Gret local police agencles
10 begome aware In detail of the certel nature of the organization
orfanifed crime. This was a msjor working pr mise in Lon Angies when it
was dealed or discounted elsewhere. The departs weat believes that its
vontall & serious and expanding organized crime aroblem was due in part
use af electronic equipment. Todny its personiel bellove that Iie  divi
e is seciovaly undercut by ita inabiliy
present latelligence estimates, for example, reflect the. Iack of i wource of in-
on, In addition, the effecliveneia of the de.ailent as a whole s belleved
undercat by the widespread use of the telep tone: by organized rimo groups
h the gambling and narcotics ficlds, Littls relignce is placed on the pse
Informents by the division slthough funls ere svailable far tke pur-
i information, .,
and dedicatlon af the d hw thus accounted, in part, for
the prdsent law enforcement control of organized cri e in Los Angelea. The abaence
of serlous political corruption probleins s aleo layed a major role. This is
aceounted for, in part, by the traditions of the State dating back to former C.. cernor
Entl Warrcn and the wide use of civil service. :

The |filea of the Intelligence Di on_are indeed as to persons. classes of
celme, jaress of crime, and busincoses. An_excelle 1t cross-index exitts to speed
information retrieval. The division regularly collicts information frym national

of auch is that of tha office of the dlatrict attorney
for New York County, which has m its function the prosecution of all criminal
mallers occurring In that Jurisdiction. The volume is ataggering. In excess of
30,000 matters come up for consideration each vear. The combined total is roughly
eaual to the ather four countles which make up the grester New York ares. Thess
duties nclude listening to complainta brought directly fa the office by citisens,
examinlng matters brought to it by the police, preparing informations, presanting
mattern to the grand jury, hendling prellminary maliers in court, prosecatiog telale.
and defonding and taking appeals. In addition, tho office conducts or supervises
certaln direct and collateral investigations of ite own,
he offico reqularly employs approximately 260 people. There are about 100
lewyews, 10 accountants, and 10 investigators, The rest aro clerks, stenographors,
procesa servers, an i including & » olo-
grapher. In additian, Ihere are 70 1o 75 New York City detectives regularly assigned
to the offce. The district attorney i elected, although since 1942 there have
been no election contests. Stafl pereonnel are cavered by civil service. - Legal
personnel are aclected without regard for pol; aulely on the baais of merit,
Sularies are lower then th, povitions in private practice. Con-
sequently, there is & relal moat stay only four-five yeats,
although some have remained in carcer positions out of dedication. All mem.
bers of tho staf work full time. Outside or personal work s not permitied.
Since 1938, the office has been gularly fres of corruption or political influence.
The office_itsell is organized into 13 bureaus, The names of most ndicato their
functions. The msjor bure: i reau, an [odictment Bureau,
8 Supreme Court Burca i

and an Appeals Bureau. In

addition, the e Frauds Bureau, an  Accaunting Bureay, an
Investigations Bureau, and in responss to the challenge of organlzed erime—a Rackets
ureau,

Traditionally the function of the prosecutor has been to present to the court
evidence of criminal activity develaped by the police or hrought.to him by a
& citizen. The cancept of the Rackets Bureau as developed in New Yark County,
however, has been a radical depsilure from that trad; i

8l vie
through 1937 Thomas E. Dewey conducted & apecial rackets investiys

York County at the direction of Governar Herbert H. Lehman.

became district attorney in 1938, he carried into the offico the experieace of that
signal iovestigation. The Rackels Burcsu, the Frauds Bureau, the Accountlng
Bureau, and the Inveatigations Buresu were act up bascd on that cxporience ami
were, at 1hat time, ungaralleled in the country,

Dewey found that evidence of orghnized criminal sclivity and - corruption was
not to bo had merely for the asking. Victims of underworld terror or exploitation
did not volunteer to teality. Documentary proaf of extorlion or grafl was care.
lully concenled in doctared books and records, Dewey thus found that the
tradilional rolc of Ihe district at y rely 1hat of
inadequato if the challenge of organized crime and corruption was to be mot,

The Rackets Bureau and the Frauds Bureau operate in @ similar fashfon. The
Frauds Bureau deals with modern commercial fraud. The Rackets Burean deals
with modern organized crime and corruption,  Both employ tho expert assistance
of the trained criminal and i of the A an
Investigationn Bureau

The Rackets Burea

¥ 026 top man and a chief assistant. Approxi-

fstricl attoracya are assigned to the buresu, The

he Frauds Bureau, and each drawa on the

wn investigators and the New York City delectives

gned o it. The assistants in the bureau take charge of their cases at evary
i igati PL jury ion, aud trial, . An

The buresu maintains its own ,ﬁlfl on

v ug

PP o each cess fs thus ol e
major orgenized criminals, cultivates

sources of
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THE FEDERAL LFFORT AGAINST ORGANIZED CRIME

In 1956 the Law Enforcement Intelligence Unit was
established in California**® This was the first step toward
the development of a network for the exchange of data
concerning people active in organized crime. The LEIU
has since expanded to more than 150 members through-
out the Nation, It maintains a central file in California,
and information is available o its members on request.

The effectiveness of these State ‘and local cfforts is
difficult to assess. But only New York and California

CIA-RDP70B00338R000200020060-8

125

have developed continuing State programs that have
produced a series of convictions against major figures in
organized crime. Coordinated police activity has sub-
stantially aided this process. On the Jocal level, Chicago
and New York City, where the organized crime problem
is the most severe, appear to be the only cities in which
large, firmly established police intelligence units continue
to develop major cascs against members of the criminal
cartels,'

it has no pnld informant program--and keeps tab on the mavements of known
criminals; 0 maintaing nlher law enforcement agencles jn the
New York ll’ h organlzed crime

ackets Burcau has developed a -,ml.l technique_of inveatigation In
organized crime and corruplion cascs, which combinea tha wkillful use of physiral
surveillance, examination of records, end Intesrogatlon of witnesses uader oath
before the grand Jury. Under a grant of immunity wiinesscs are faced with
perjury i they lie or with u citation for contempt if they refuso lo cooperate.
The unanimous oplnion of the stafl s that the use, undes sisict controls and
court orders, of electronic surveillance, both wiretaps and bugs, has been
virtually indieponssble to tho success of this mesns of investigation. Wire-
taps were the mainstay of ite activity prior ta 1957, when Fedoral court
talings intervened. Now Y salely for intelligence purposes, and
reliance has been placed on court ordered bugs. Tho experience of hs burseu
with the dependence of racket figures on the phone as a means of communica-
tiot and with the necessity to hnld meetings conﬁnm hat of the CIB, seo note
114 _infra. The experience of the buresy, smoreover, has shown that certaln kinds
ot key witnicssea—witnesscs which ofton tho bureau has had to pratect befors,
, and afler trials, almost always fownd in organized crime or corruption
cases which often tske years to bulld—can only he induced lo cooperate
by playing Jor them the souad of their own voices, which they cannol deny, and then
facing them with the choice of cooperation or jall for contempt or perjury. The
opinion of the bureau is thus that the use of elecironic equipment is the key to
success in any serious organized crime drive. it has not found, homwax, that the
need to use the cquipment required that it be employed extensively. The buresu hes
used an average of only about 19 bugs and 65 wiretapa per year since 1957. Yet

record of achievement in he area of major organfzed crime énd corruption
uu lu unmatched lnyw}wre in the Uniled States on the local or State level.
the office 1o do more has been primerily aliributable to the
mhenml difficulties in this kind of Jnvestigation and & lack ol menpower tesoutees
at its command to 1l with tho problem. Blll(ev. Local nluwelnenl
ﬂapome to Organized Crime. ort to thls C:

32 The office of the Commissloner of the Cnnl\evllcut Sllle Police ulvlud lhe
Commlmon that the compact evalved from discussiona between the slx New England
State Polico Commissfoners, who meet segularly to considor law enforcement mat-
ters of mutual interest. The compact was drafted by the Council of State Cov.
emments with the 2id of the New England Council gnd has been enacted in Rhode
Ioland (R.L Gen. Lawa Ann. § 42-37-1 to -3 (Supp. 1965)) and Maine {Me. Rev.
Stat. Ann. tit, 25, § 1667 fﬁuyp- 1966)) ; and will be effcctive upon enactment by
one more New E»gl nd Siate, Epabling legislation {» now pending before the
\:x’xsh\ura of each of the four remaining Stales,

Law Enforcement Intelligence Ur\i\ was concelved by Frank Ahern,
lhen C)uel of tho San Francieco Police Depariment, and Capt. Jamen Hamilton
of the Los Angeles Pollce Department’s Intclligenee Biviston. - The organiza.
tlon wes formed on March 29, law enforcement officlals representing
26 polica and aherifie’ departments in eeven we developed in

the necd felt by law enforcement officials for a means by which con-
infornation on centala persons and organizations could be oxchonged; it
- central clearinghouso for such information, outalds lhe channels nl

terdepartmental commanication. As of Nov, LEIU had
membcuhlp of 152 differcnt sgencies including Stale police, uhenﬂs d:yunmunu‘
meiropolitan police, prosecutors’ offiees, and such olhers as the investigative unit
of the Waterlrant Commission of New York Harbor.

A requisite for mumhmhip n LETU ia m.u member depariments maintain a
ul restricted o departmants from
arean of known nl‘an(zed "Crime activity. Alma\lgh organized crime In not the
exclusive interest gl all participants, the subject is glven subsiantial attention.
Information fe ele\ungtd about persona and organizations engaged in varlous
(ormu nl' criminal conduc

The LEIU exd on\y s unifyiag concept; it has no

res,
b

of control by which they operate. In this way it attempte 1o define trends, discover
eme: caders, put together a gulds for strategy, select largets, genere

new lnvuli'lliom. Since the l.'rlme situatlon it faces §s never siatic, Ihe burenu
teles to chart the changes which ocgur in the familics mnd to map the growlh and
development of each mojor area of criminal and legitimate activity of the
familics. The ulilmgle obiective of this progism is 10 6Gnd siluations which
have prosecutive potential. If useful lesds or evidenco is obiained which sug-
gests such a possibllity, ceports axe prepared far followup action by appropriste
field units In the department. Tha work of the bureau fs consciously kept non-
operatfonal 1o avoid unnccess ‘y r.oMHc!- wnlh the lcnvlllel of otber nnits in
the department an malatain The burcau
does, however, loant {ts men 1o o\her fve d \mhl to :anducl lurveillnncu. to operate
clectronic surveillanco ‘equipment, and (o inslall elecironic equipment pursuant
to court arder. The CIB providea iralning on the nature of organized crime for
new men in the department. It has also worked closely with State and Federsl
Inveatlgating committecs, Fivally, the bureau maintains a close lislson with
ench of the five County District Attorneys In New York City. In thesa offices
ore o mars assistant district altorneys are amsigned to omnmzcd cnme work,
They often confer with membors of the burean during fnves ¢, although
the prosceutors do met rocelve regular intelligonce reports or vlrlh.‘ipl!e in the
selecilon of targots, Lialaon Is also maintained rate,
teglounl, national, and Federal law enforcement agencies concerned with organized

crime,

The New York City Police Department has 27,000 officers exclusive of civilisn
cmployees, The Bureau has 96 full-time men sssigned to it. These Include ono
deputy inmpector, ope captsin, three lleutcnants, and seven mgum
bureaut reporta disectly to |h. Chiof of Detcollv everago Jong rvico
for field muc.mnm is 5 years; supervisors, primery actor ‘which
leads t s {nto and out of tho uplt is promction 1o higher rank and the
n’pllcemenl ol mah personael.

In Its lovestigations the burean makes extensive uso of physical surveillance.
Hotels, night clubs, alrports, race tracks, and eimilar places sro watched to

etect events of ificanco in organized crims, Extenalve use I made of public
sources ol information, such as Ihe reglstry of deeds. The buxuuu mainll&y.
howover, has been the use of electranlc cquipment, both wiretn;

The bureau has found that the large, well-organized criminal ullvlly, z-pecillly
that which operales over a largs geographical area, must use Ihe telephone as
a means of communicatlon. No maller what attempts lre mads to code mieesnge
the meaning can be determined, Meetings, 100, Tust be held. Careful investi-
hatlon ean” determine whote. The ase. ol elsctronic. equipment, howavers i
strictly llmited. Mter supervlsary approval within the bureau, a court order must
bo scoured, The xAl Bureau of the Police Depsriment proceuses all applications
for such order rhmn are zecorded, and slri nirols govern access
1o the inform. ‘s is done hoth to protect m conﬁdlulinllly and to
insulgte the other iaformetion the bureau has irom
information electronkeally obialned nenenlly cannot be used by the Federal lay
enforcement agencies with which the huresu has contacts, 'l'lll: bureaa mlkeu
the technical installations of equipmcnl for all unita of tho dopartment ather
than for the Pglics G Unit, which con-
ducta inveeligations within the deplrlmenl Isell,

No paid informant program ls malntalncd by the bureau, While many of its
investigators have personal sources of information, experience has shown that
the quslity, quamily, and m]llhillly of Information obtaincd from informants
Is not edequate for the CIB to do its All 100 often, far cxample, this
m(u(mulol\ concerns merely low-level operations. Members of the hicrarchy
zed crime rarely becomo Infarmants, and those on the u:mmv have
l“lh ll'Lable Infarmation. Undercover agents are uscd by the burc t their
cffectiveness fs severcly limlied, since members of srganized crlmo g m lzldul\
trust thoso not known by them to havo committed a major ¢

legal cmllmlnallnn. il nr:c

nuthonlly or personncl. It operates (hroug xeculive Loard composcd of three
peraona sclocied ftom among W imembers a1 lerge plus the four chairmen of
member agencies in the four zonca of the country.

i
o the operatlon of the CIB le lte 6le lys\:m‘ Jndividual
wworking fic malniained by cach ageat, Tie general fles ae subdividel
Tito Individual, ’:ypcl of crimee, geographical atess, and indusrios.

central, cpstorn. The heart of tho Information clearing system which the
organization hes dcveloped is a sct of constantly increasing file cards which
contain subjects’ numes, addresscs, class of criminal actlvity, cssoclales, and
most Important, the nane of 1he unit 1he i
This permiss an Interested agency to mako direct inquiry to the department in
possession of details on 8 subject of interest,
processing and dissemination of these ﬁ]u cards to member agencles is

handled by the Buremu of Identification and Investigation of tho Svtme oi Cali-
lnmlm For an_interesting discussion of the ﬁxnaimn of tho LEIU ond organ-

ized crime, ses Paul Levy's -rllclc, TIM Quiet War on Big Crime, in l'le Sunday
Buﬂﬂln {Pnl v Nov. 28, 1965, § 2, p.

14 The history of the Central lnvgsﬂul!un Uurcau (CIB} in the New York
\'u“ce Department may be traced back to the turn of the century when an
Itallan $ was Sct kp fto investigate extortion activities recently

of ings 0ad other similar information {s maintained. Indexlnn
and crass-referencing make the files a working tool, Other specfal files contain-
ing, lor example, license plate numbers are aleo melatained.
tho CIB, tho hlstory of the Chicago Intelligsnce Division (CID) may be
traced buck to tho turn of the century, when a “‘Black Hund' squad was sct up
to investfgale extortion activities vicUmidog the Italian immigrant population.
Later a group called the “Scotland Yard Unit'* was catablished. It dedlt with
overythng from buglary offeases to hoodlum scvivity, It was disbanded, however,
in 1956, and Its functione shilted into the commiseioner's office. he current
program {s beat dated from ‘when wnder tho refarm leadership of Superin.
tendent 0. W. Wilson the CID was set up.
Like the CIB the divlalon’s n objective is vbmioi
high-level criminal nctvity; agents are primarily jnvelved in the deiec
prevontiort, and neutealization of crime syndicato activity, The divislon Izndl !o

wing Information cuncurnlnn

srrived Tallan immigrants. In the late 1940°s a  amall squsd was creatcd
In the depsrtment in an attempt to put together information on major racketeers
of any ethnic buckground. Tho current program, however, Je beet dated from

6, when wader tho leadershiy al former Polico Commisslonr Stephen P.
Kennndy the C1B was arganized fn its proscnt form.

Th has ss its obfectives malntaining a continuing_progrant to under-
stand tho atructurs and opcration of organized crime in New York City; providing
support for field units in the department and for district attorncys in the
tion of organized crime cascs; and educating and advising law snforcement. unis,
other governmental agenvies, sud citliens copcorning the threat posed by or-
wanized crime. The york the burenu lo_ conceatrated malnly on_organized
crime  as g In practice this
neane thar mons ol hety oflocie sre dirceted againat e aix organized crimo
famllies which operate In the New York metropolitan are

"Tho burcau secks to dlucover the key personnel in cech family, their relationships
to each otber, the crimiual and legitimato enterprises they operate, and the chains
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in apecific areas of sctivity rather than o in-
dlvuluﬂll. ITts majar l:ﬂur -u directed toward z:mlb'hn;. Joan sharking or “
crimlnal Inlegitimato narcotics, and

prostitution,  Unlike Ihe CIB it has )luulln:unn over ulhcr activitles.  The
CID, for example, must alen concern itsell with the activil aubversive
wroups.  Although ‘tho CIB 3 pot operational, the CID carrie investigations

througit o arrest and tri ivislon also has training and educstlonal func-
tions, Little liainon i» m-lnlnh’lcd with the local dislrict attorney's office,
other than when a case i actively in the prosecution stage. No asslstant proaccu’
tore are regularly awignod to the division, although it ia possiblo ta ublain thelr
help In socuring warrants. not provide regular Intelligenca reports
10 tha proscoutor's office, Limison Is maintained with varlos local, Stale,
national, and Federal law enforcement agencies concerned with organized crime.
he Chicago Police Department hiss 10,000 sficors cxclusivo of lvilian, om-
ployess, of which 95 men are asslgned on ¢ ful-tim o CID, Thes:
tncluds’ o ditector, S lleulenants, camis.The  divivion routincly
reports to a deputy mpulmgnd:nn, 1 nmu.h n » possible to repart directly to
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PUBL{C AND PRIVATE CRIME COMMIf 8IONS

Anjong the most effective vehicles for providing public
inforfnation on organized crime ars the crime investi-
gatinfy commissions, which exist in a number of States.
Whef established without having t> rely on continuing
goveynmental financial support and the resulting potential
political pressures, the private crime commission has fre~
quently rendercd major service in exposing organized
crim¢ and corruption and arousing public interest.  The
Chicpgo Crime Commission and the Metropolitan Crime
Commission of New Orleans have nlayed major roles in
informing the citizens within thei jurisdictions of the
mengce of organized crime and have fulfilled suhstantial
educational, investigative, and legi lative functions,*%
A{governmentally sponsored noipartisan crirne com-
missjon, such as the New York State Temporary Commis-
sion|on Investigation, has significant benefits. Estab-
lished shortly after the Apalachin mecting,® it has
thropgh a series of public hearings exposed organized
crinje and corruption.’’” Recent 13ani-shark hearings 1**
promppted legislative action to make prosecution of such
oﬂepdcrs less difficult.’® The Illinuis Crime Coramission,
thrgugh public hearings and the eflorts of its own investi-
gatdrs, continually exposes organized criminal activity.
A govemmcnlal commission in California detailed the
opefations of criminal cartels in t1at State in the early
1950’s and recommended action th:it subsequently proved
off qrhve 120

LIWITATIONS ON CONTROL EFFORT!

Eﬂorts to curb the growth cf orgamzed crime in
Anjerica have not been successfu'. It is helpful in de-
vising a program for the future to examine the problems
enqoumered in attempting to combat organized crime.

Dtﬁiculne: in Obtaining Proof. As described above,
criminal cartels have orgamzed thieir groups and opera-
tiohs to insulate their higher eche on personnel from Jaw
enforcement and regulatory ageacies. Every measure
hap been taken to insure that gove mmental investigation,
noj matter how intensive, will bi. upable to secure live
wignesses, the sine qua non of prosecution,  Street work-
ery, who are not members of organized crime families,
cahnot prove the identities of thi: upper-level pcrsonnel
Ifiworkers are arrested for gambl ng or other illicit activ-
ities, the fear instilled in them by t 1e code of nondisclosure
prevents their telling even the litt e they may know. The
orgamzatlon provides - money ard food for families of
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incarcerated workers; this helps to keep the workers Joyal.
Lawyers provided by the cartels for arrested employees
preserve the interests of the organization ahead of those
of the particular defendant.

Usually, when a crime. is committed, the public calls
the police, but the police have to ferret out even the
existence of organized crime. The many Americans who
are compliant *“victims" have no incentive to report the
illicit operations, The millions of people who gamble
illegally are willing customers who do not wish to see their
supplier destroyed. Even the true victims of organized
crime, such as those succumbing to extortion, are too
afraid to inform law enforcement officials. Some mis-
guided citizens think there is social stigma in the role of
“informer,” and this tends to prevent reporting and co-
operating with police.

Law enforcement may be able to develop informants,
but organized crime uses torture and murder to destroy
the particular prosecution at hand and to deter others
from cooperating with police agencies. Informants who
do furnish intclligence to the police often wish to remain
anonymous and are unwilling to testify publicly. Other
informants are valuable on a long-range basis and cannot
be used in public trials. Even when a prosecution wit-
ness testifies against family members, the criminal orga-
nization often trics, sometimes successfully, to bribe or
threaten jury members or judges.

Documentary evidence is equally difficult to obtain,
Bookmakers at the street level keep no detailed records.
Main offices of gambling cnterprises can be moved often
enough to keep anyone from getting sufficient evidence
for a search warrant for a particular location. Mechan-
ical devices are used that prevent cven the telephone
company from knowing about telephone calls. And even
if an enforcement agent has a search warrant, there
are casy ways to destroy written material > while the
agent fulfills the legal requirements of knocking on the
door, announcing his identity and purpose, and waiting
a reasonable time for a response before breaking into the
room.

Lack of Resources. No State or lacal law enforcement
agency is adequately staffed to deal successfully with. the
problems of breaking down criminal organizations.  Just
one major organized crime case may take 2 to 3 years to
develop and then several more years to complete through
prosecution and appeal. Cases may require several man-
years of investigative resources. The percentage of in-
vestigations that result in arrests is quite Jow. Requests
for increased budgets in government are usually granted

a by & ctime commission to educate

thi endent.  Turnoser statistics for € D personncl ere aot Director.
» n has not been in cxlstence 1vg ‘enough. The pﬂmuy factors citizeas about oxunlzzd rnmu 18 the. puhlluﬂon by the New Orleans Metropolitan
leading 1o tr: llon in and out of the ditiion have bezn promotions wnd Crime Comm'n, Survey Report Organized Crimo OQutlets—JeBersan  Parish,
retfrement, Loulslana (mimeo. Qct. 1963).

1i¢ The i wen i on May 1, (958, by v,

n its investigstions the CID makes extensiv use of physicsl surveiflance, Ae
with the CIB. hatels, night cloba, sirports. and similar places are routinely
cofeted for significant events in organked crime.  Extentive use is made
ul{public squrces al information. The use o clectronic equipment is illegal
unsler State Jow, It persannel believe this b # verely handicanned the work of the
ir formant program. The maacy avall-
abfe, although fimited by the budyer litieral In terms of overall police
uvinllnel Not only have lhc a nt; aad rollabillty of the informant

difision. Relianre has been placed on

qunlit ;
fnfurmation gathnred b diffecec "substantially from that obtained
clpctronically by tho CIB, e i pensonncl bellévo tho existing Infarmant pro-
heu seriously suffered becauss of the spp rent ability and ecident willingness
of: ceioe ayadleate figuces In the Chicago mcta Lo take vialent aclion, including
hysical torture and brutal murder, ngainst toae who cooperate with the police,
l.lyulu:nver agents used by the divinion are suject o the esme Hmitations luund
iy New York.
[ major impartance bn the division fi)s system. Prior ta 1960 1o gencrally
iable, accessible, or comprehi files co ofganized crime existed in the
Chicago Police Department. ” The exiting Bls ate organized . wueh e s
I

v o (howe of the CIB, Blakey, Local “aw Enforcement Rewonte toOr-
#ynized Crime, Jan. 1967 Tepurt to this C
o 18 An excellent dacumentstion of organlze! erime mmnm in Chicego may
found ia the snual reporta of the Chleao Grims Commiss‘on, & wsFORT N
clicaco mimx, prepared annuslly since I£53 by Virgil Petecsc, Operating

uncongar, LAWS § 7051,
107 See, Jor example, N.Y. TSKPOMRY CouR'n OF INTEFTIGATION, A TVRITIER:
TION OF LAW ENONCEMENT IN SUFPALO {196
N.Y. TEMPONARY COBMM'N OF n.nmmm., THE LOAN aHARE macket (1965).
s Nov. PENAL Law 3 2401-2403 (1963).
19 Seg CAL. SPACIAL CHIME STUDY COMM'N ON ORCANIZED CRIME, COMBINKD WASS,
(1950), and caL. SFECTAL CRIME STLDY COMM'X ON UAGANIZED CRIM:
{1953). For n seport o0 organtzed crime conditions in the nm 19.
comm. on Rackots of the Lal, Assombly Interim Comm. on Judiclaty
Crime in. California, 20 sssamaiy intense atvs. 195755, No. 10 (1959).
VR Flal " ‘and “rice pager" are both frequently uecd iu

aperations if wrillen notations are essential, Flash paper is a paper
chemically treated to canvert the celfulose confained lo the paper to
Iulone by trectrient with a mixtuze of concentrated aulfuric and nlu'lc lnd!.
*“This paper s highly Aemmable and will burst into Same if « cigaretic is
placed on ft. In lesy time than it will take o law enforcement officer lo cross
the room, & hookmal can tura hs records into a pile of ashes of no use an
evldence  agalnst mm:‘ Testtmony of Att'y Gen. Robert Kennedy, Hearings
8 No. 5 of the House Comm. on the Judiciory, @Tth Cong., Ist
30. Rico paper is water aoluble paper tceated chemically to
to dissolve very qul when submerged in water. For & more extensive
Geseription, S0 MODERN WLAFTICH ENCYCLOPEOIA FOn 194, &t 201,

!
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only upon a showing of success; i.e., a high number of
arrests. ~ An effective organized crime investigative effort
may not be able to produce such statistics without years
of intelligence gathering, and the drive for statistics may
divert investigative energy to meaningless low-level gam-
bling arrests that have little effect on the criminal orga-
nizations, Even with these known problems, the orga-
nized crime units of all but a few city police departments
arc staffed by less than 10 men, and only 6 prosecutors’
offices have assigned assistants to work exclusively or par-
ticularly in organized crime cases. )

Effective investigation and prosecution of organized
crime require extensive experience.  Assistant prose-
cutors rarely stay in a district attorney's office for more
than a few years, if that long.'** On the investigative
level, with the cxception of some Federal agencies, assign-
ment to the organized crime intelligence unit may be only
a step in an officer’s career. The most proficient people
are likely to be promoted out of the unit into supervisory
positions, and their replacements must then start the diffi.
cult job of acquiring the skills for the peculiar demands
of organized crime investigation. In addition, few units
have any personnel with the necessary accounting and
legal knowledge.

Lack of Coordination. Local police are hampered by
their limited geographical jurisdiction, and law enforce-
ment has not responded by developing sufficient coordi-
nation among the agencics.!® One gambling operation
may range through several police jurisdictions; if only one
agency is involved in the investigation, it may be unable
to detect key elements of the illegal enterprise. The po-
tential for Federal-local cooperation was illustrated in the
past 3 years in Chicago. With scarch warrant affidavits
signed by FBI agents and based on FBI information, Chi-
cago police have arrested almost 1,000 gambling defend-
ants and scized money and wagering paraphernalia val-
ucd at approximately $400,000. The monthly gross of
gambling sites so raided exceeded $8%2 million.'® Un-
fortunately, such instances of sustained intensity are cx-
tremely rare.

Agencies do not cooperate with each other in preparing
cases, and they do not exchange information with each
other. Enforcement officers do not trust cach other for
they are sensitive to organized crime’s ability to corrupt
law enforcement. Agencies have not developed strate-
gies to overcome these problems and to insure that nceded
data may be effectively transferred,

Failure to Develop Strategic Intelligence.1? Intel-
ligence deals with all of the things that should be
known before initiating a course of action. In the con-
text of organized crime there arc two basic types of in-
telligence information: tactical and strategic.  Tactical
intelligence is the information obtained for specific orga-
nized crime prosecutions, Strategic intelligence is the
information regarding the capabilities, intentions, and vul-
— 2 T

2 Sce General Report of this Commission, Trg CHALLENGE T CRIME IN A rREE
§octkay U748 (1967), and Report of the Task Forco sm the Adminisiration of
Justice, ch. 4,

FIn regacd 1o the problem of lack of courdination among police agencies,
sce She Genoral Roport of this Commisalon, ThE tusrieney b CRIME In A RER
Powry 19:20 (1967); lor n more detailed treatment. son Report of the Police
Task Force, cli. 4,
s A program involving the Federal Bureau of Investigation wnd the Chicaga
Police Dy rtme ncip, the Intell; vition, was formally inliiated
in 1963, Witk informatlon supplied by the FBI, police raids on gambling estab.
lishments have been carried out very successfully. Beiween 1963 and 1966 &

boker games, policy whecls, number games, horee hookmaking, sports hook.
Praking, wire Tooms, and casino gambling, As o resuls” o iy raids, $382,398
it wegering poraphernalia and corrency have boen seized. | Resords wonaecaty
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nerabilities of organized crime groups. For example, the
body of knowledge built up by the FBI concerning the
structure, membership, activities, and purposes of La Cosa
Nostra represents significant strategic intelligence. .

At present, most law enforcement agencies gather orga-
nized crime intelligence information with prosecution as
the immediate objective. This tactical focus has not
been accompanied by development of the full potentjal
for strategic intelligence. That fajlure accounts for the
gaps in knowledge, described above, concerning the ways
in which criminal cartels organize and operate as a busi-
ness.  Prosecution based merely upon individual viola-
tions that come to the attention of law enforcement may
result in someone’s incarceration, but the criminal orga-
nization simply places someone else in the vacated
position,

A body of strategic intelligence information would en-
able agencies to predict what directions organized crime
might take, which industdes it might try to penetrate,
and how it might infiltrate. Law enforcement and regu-
latory agencies could then develop plans to destroy the
organizational framework and coherence of the criminal
cartels.  Comprehensive strategic planning, however,
even with an expanded intelligence effort, will not be
possible until relevant disciplines, such as €£conormics, po-
litical science, sociology, and operations research, begin
to study organized crime intensively.

Failure to Use Available Sanctions. Gambling is the
largest source of revenue for the criminal cartels, but the
members of organized crime know they can operate free
of significant punishment. Street workers have little rea-
son to be deterred from joining the ranks of criminal orga-
nizations by fear of long jail sentences or large fines.
Judges are reluctant to jail bookmakers and Iottery opera-
tors. Even when offenders arc convicted, the sentences
are often very light. Fines are paid by the organization
and considered a business expense.

And in other organized crime activity, when manage-
ment level figures are convicted, too frequently the sen-
tences imposed arc not commensurate with the status of
the offender.

Lack of Public and Political Commitment. The pub-
lic demands action only sporadically, as intermittent, sen-
sational disclosures reveal intolerable violence and cor-
ruption caused by organized crime. Without sustained
public pressure, political office seekers and office holders
have little incentive to address themselves to combatting
organized crime. A drive against organized crime usu-
ally uncovers political corruption; this means that a cru-
sading mayor or district attorncy makes many political
enemics.  The vicious cycle perpetuates itself. Politi-
cians will not act unless the public so demands; but much
of the urban public wants the services provided by orga-
nized crime and does not wish to disrupt the system that
provides those services. And much of the public does not

indicato thal the monthly bookmaking take In Chicago is approximately $6,300,000;
policy wheel and numbers, $1,050,000; aud casino gambling, $1,200,000. “This
program has apparently scrlously curtailed Important sources of organized crime
fovenue In'the Ghicago. aten. - Othor gombling enforcement eforta in Cook County
have been lcss cfiective. Of tho 11,158 gambling arrests made in 1963, fo
76.3 porcent wete dismissed; anly 16.3 percont rceulted in convictlons,
Jail terms were fmposed, and only 4 of those were in excess of 30 d akey,
Local Law Enforcement Responsc to Organized Crime, Jan, 1967 (unpublished
Commisslon) .

ard to the concept of atrateglc intelligence, see gencrally xent
LLICENCE {1949) } PLATT, STRATEGIC INTELLIGENCE PROVCTION (1957).
For a discussion of organized crime intelllgonce, see OFFICE OF THE &.v. COUNSEL 20
THR COVEANOR, COMUATING ORGANIED CRIME—A REFORT OF THE 1065 ovstza bav,
NEW YORK, CONFEMENCES ON COMBATING ORGANIZED cAIME 31.34 (1966).
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sec or understand the effects of organized crime in
socxet?'

A N.i.TIONAL STRATEGY AGAINST
ORG‘(XNIZED CRIME

La enforcement’s way of fighting organized crime has
been |primitive compared to organ ized crime’s way of
opergting. Law enforcement must use methods at least
as efficient as organized crime’s. The puhhc and law
enforcement must make a full-scale commitment to de-
stmy{the power of organized crime groups. The Com-
missipn’s program indicates ways to. implement that
comrpitment,

PROOF OF CRIMINAL VIOLATION

Tl}e previous section has described the difficulties that
law ¢nforcement agencies mect in tr ring to prove the par-
ncxpinon of organized crime family members in criminal
acts.] Although earlier studies indicated a need for new
substantive criminal laws, the Con mission belicves that
on the Federal level, and in most Stz te jurisdictions where
orgapized crime exists, the major p) obfem relates to'mat-
ters pf proof rather than inadequac' of substantive crimi-
nal laws, as the latter—for the mos! part-—are reasonably
adequate to deal with organized crilae activity. The laws
of conspiracy have provided an effuctive substantive tool
withf which to confront the criminal groups, From a legal
standlpoint, organized crime continties to grow because of
defects in the ev:dence-gathermg process.’*¢ Under pres-
ent procedures, too few witnesses kave been produced to
prove the link between eriminal group members and the
illicit activities that they sponsor.

Grand Juries ™ A compulsory process is necessary to
obtdin essential testimony or mater:al.” This is most read-
ily accomplished by an investigative grand jury or an
alternate mechanism through wh ch the-attendance of
witnesses and production of book: and records may be
ordered, Such grand juries mus. stay in session long
enough to allow for the unusually long time required to
bLll‘d an organwed crime case. 1he posstbdxty of arbi-
trany termination of a grand jury by supervisary judges
constitutes a danger to successful completicn of an

investigation.

ke Commission recommends:

At/least one investigative granil jury should be im-
paneled annually in each jurisdiction that has major

organized crime activity.

If a grand jury shows the court that its business is un-
finished at the end of 2 normal term, the court should
extend that term a reasonable tin e in order to allow the
grand jury to complete pending investigations. Judicial
dismissal of grand juries with unfinished business should

be appealable by the prosecutor and provisions made for
suspension of such dismissal orders during the appeal
The automatic convening of these grand juries would
force less than diligent investigators and prosecutors to
explain their inaction. The grand jury should also have
recourse when not satisfied with such explanations.

The Commission recommends:

The grand jury should have the statutory right of appeal
to an appropriate executive official, such as an attorney
eneral or governor, to replace Tocal prosccutors or
investigators wnth specxal counsel or special investigators
pp i only lation to matters that they or the

grand jury dcem appropriate for investigation.

When a grand jury terminates, it should be permitted
by law to file public reports regarding organized crime
conditions in the community.

Immunity.*® A general immunity statute as pxopoxed
by the Commission *** is essential in organized crime in-
vestigations and prosecutions, There is evidence to indi-
cate that the availability of immunity can overcome the
wall of silence that so often defeats the efforts of law en-
forcement to obtain live witnesses in organized crime
cases. Since the activities of criminal groups involve such
a broad scope of criminal violations, immunity provisions
covering this breadth of illicit actions are necessary to se-
cure the testimony of uncooperative or criminally involved
witnesses, Once granted immunity from prosecution

based upon their testimony, such witnesses must testify

before the grand jury and at trial, or face jail for contempt
of court.

Federal, State, and local coordination of immunity
grants, and approval by the jurisdiction’s chief law en-
forcement officer before immunity is granted, are crucial
in organized crime investigations. Otherwise, without
such coordination and approval, or through corruption
of officials, one jurisdiction might grant 1mmumty to
someone about to be arrested or indicted in another

Jjurisdiction.

The Commission recommends:

A general witness immunity statite should be enacted at
Federal and State levels, provxdmg lmmumty suﬂ‘imently
broad to assure c of

should be granted only with the prior approval of the
jurisdiction’s chief prosecuting officer. Efforts to coor-
dinate Federal, State, and local immunity grants should
be made to prevent interference with existing investiga-

tions.

Perjury Many prosecutors believe that the inci-
dence of perjury is higher in organized crime cascs than in
routine criminal matters. Immunity can be an effective
prosecutive weapon only if the immunized witness then
testifies truthfully. The present special proof require-

P For » detwiled discussion, sce generally Hakey, Aspeces of the Evidence
Guthering Pracess in Organised Crime Cases: A Preliminary Anglysis, printed as
arglndix C of this volume.
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1% See Blakoy, A:pr:u of the Evidence Gathering Process in_ Organised Crime
.

k.
Cases: A Praliminary Analysis B-91, printed a3 appendix C of this salum.
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ments in perjury cases ** inhibit prosccutors from seeking
perjury indictments and lead to much lower conviction
rates for perjury than for other crimes. Lessening of rigid
proof requircments in perjury prosecutions would
strengthen the deterrent value of perjury laws and present
a greater incentive for truthful testimony.

The Commission recommends:

Congress and the States should abolish the rigid two-
witness and direct-evidence rules in perjury prosecutions,
but retain the requirement of proving an intentional
false statement.

WIRETAPPING AND EAVESDROPPING 3¢

In connection with the problems of securing evidence
against organized crime, the Commission considered
issues relating to electronic surveillance, including wirc-
tapping and “bugging”—the secret installation of
mechanical devices at specific locations to receive and
transmit conversations.

Significance to Law Enforcement. The great ma-
jority of law enforcement officials believe that the evi.
dence nccesary to bring criminal sanctions to bear
consistently on the higher cchelons of organized crime
will not be obtained without the aid of electronic surveil-
lance techniques. They maintain these techniques are
indispensable to develop adequate strategic intelligence
concerning organized crime, to sct up specific investiga.
tions, to develop witnesses, to corroborate their testimony,
and to serve as substitutes for them—cach a necessary step
in the evidence-gathering process in organized crime
investigations and prosecutions,

As previously noted, the organizational structure and
operational methods employed by organized crime have
created unique problems for law enforcement. High-
ranking organized crime figures are protected by layers of
insulation from direct participation in criminal acts, and
a rigid code of discipline inhibits the development of in-
formants against them. A soldier in a2 family can com-
plete his entire crime career without ever associating
directly with his boss. Thus, he is unable, even if willing,
to link the boss directly to any criminal activity in which
he may have engaged for their mutual benefit. Agents
and employees of an organized crime famnily, even when
granted immunity from prosccution, cannot implicate the
highest level figures, since frequently they have neither
spoken to nor even scen them.

Members of the underworld, who have legitimate
reason to fear that their meetings might be bugged or
their telephones tapped, have continucd to mect and to
make relatively frec use of the telephone—for communi-
cation is essential to the operation of any business enter-
prise. In legitimate business this is accomplished with
written and oral exchanges. In organized crime enter-
prises, however, the possibility of loss or seizure of an in-

131 See the General R
FRuE sociery 141 (1967).

' For ono view un this aubject, sco Blakey, Aspects of the Evidence Gathering
&racess in Otganized Crime Cases! A Preliminary dnalyss) 83, printed as appendix
€ of this volume,

1% Teatimony in support of the Attorney
Before the Sen. Comm. on the Judiciary,

port of this Commission, THE cHALLENGE oF cRiME IN 4

General's program (S. 2813), Hearings
B7th Cong., 20 Sess, 172.73 (1962).
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criminating document demands a minimum of written
communication. Because of the varied character of
organized criminal enterprises, the large numbers of per-
sons employed in them, and frequently the distances
separating clements of the organization, the telephone
remains an essential vehicle for communication. While
discussions of business matters are held on a face-to-face
basis whenever possible, they are never conducted in the
presence of strangers. Thus, the content of these con-
versations, including the planning of new illegal activity,
and transmission of policy decisions or operating instruc-
tions for existing enterprises, cannot be detected. The
extreme scrutiny to which potential members are sub-
jected and the nccessity for them to engage in criminal
activity have precluded law enforcement infiltration of
organized crime groups.

District Attorney Frank §, Hogan, whose New York
County office has been acknowledged for over 27 years
as one of the country’s most outstanding, has testified that
electronic surveillance is:

the single most valuable weapon in law enforcement’s
fight against organized crime . . . It has permitted us
to undertake major investigations of organized crime.
Without it, and I confine myself to top figures in the
underworld, my own office_could not have convicted
Charles “Lucky” Luciano, Jimmy Hines, Louis “Lepke”
Buchalter, Jacob “Gurrah” Shapiro, Joseph “Socks”
Lanza, George Scalise, Frank Erickson, John “Dio”
Dioguardi, and Frank Carbo . . .1

Over the years New York has faced one of the Nation’s
most aggravated organized crime problems. Only in
New York have law enforcement officials achieved a level
of continuous success in bringing prosccutions against
organized crime. For over 20 years, New York has au-
thorized wiretapping on court order. Since 1958, bug-
ging has been similarly authorized, Wiretapping was
the mainstay of the New York attack against organized
crime until Federal court decisions intervened.'® Re.
cently chief reliance in some offices has been placed on
bugging, where the information is to be used in court.
Law coforcement officials believe that the successes
achieved in some parts of the State are attributable pri-
marily to a combination of dedicated and competent per-
sonnel and adequate legal tools; and that the failure to
do more in New York has resulted primarily from the fail-
ure to commit additional resources of time and men.
The debilitating effect of corruption, political influence,
and incompetence, underscored by the New York State
Commission of Investigation, must also be noted.

In New York at one time, Court supervision of law
enforcement’s use of electronic surveillance was some-
times perfunctory, but the picture has changed substan-
tially under the impact of pretrial adversary hearings on
motions to suppress electronically seized evidence.  Fif-
teen years ago there was evidence of abuse by low-rank
policemen. Legislative and administrative controls, how-
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ever,| have.apparently been succes ful in curtailing its
incidgnce. :

The Threat to Privacy.  1In a democratic society pri-
vacy'of communication is essential i citizens are to think
and act creatively and constructively. ‘Fear or suspicion
that one’s specch is being monitore} by a stranger, even
withbut the reality of such activity, can have a scriously
inhil;'xting effect upon the willingne:s to voice critical and
consfructive ideas. When dissent f-om the popular view
is digcouraged, intellectual controvirsy is smothered, the
process for testing new concepts and ideas is hindered and
desitable change is slowed, External restraints, of which
electronic surveillance is but one pxsibility, are thus re-
pugnant to citizens of such a society.

Tpday, in addition to some law enforcement agents,
numicrous private persons are utili:ing these techniques.
They are employed 10 acouire evide nce for domestic rela-
tions cases, to carry on industrial e:pidnage and counter-
espipnage, 1o assist in preparing for civil litigation, and
for personnel investigations, among others. Technologi-
cal ladvances have produced rem arkably sophisticated
devices, of which the electronic cccktail olive is illustra-
tive] and continuing price reductions have expanded their
matgkets. Nor has man’s ingenuity in the development
of shirveillance cquipment been extausted with the design
and manufacture of electronic dev ces for wiretapping or
for |eavesdropping within buildings or vehicles. Para-
bolic microphones that pick up coversations hzld in the
open at distances of hundreds of {eet are available com-
meycially, and some progress his been made toward
utilizing the laser beam to pick u> conversations within
a rbom by focusing upon the glass of a convenient win-
dow. Progress in microminiaturiting electronic compo-
nents has resulted in the production of equipment of
extremely small size. Because it :an detect what is said
anywhere—not just on the teleplone—bugging presents
especially serious threats to privacy.

Petection of surveillance devices is difficult, particu-
larly where an installation is accomplished by a skilled
agent. Isolated instances where 1 quipment is discovered
in operation therefore do not ade quately reflect the vol-
e of such activity; the effectiven¢ss of electronic sur-
vejllance depends in part upon iiwvestigators who do not
discuss their activities. The cur ent confusion over the
legality of electronic surveillance compounds the assess-
ment problem since many agents feel their conduct may
bg held unlawful and are unwilling to report their ac-
tivities. It is presently impossible to estimate with any
aqcuracy the volume of electronit. surveillance conducted
today. The Commission is impr 2ssed, however, with the
opinions of knowledgeable persos that the bicidence of
electronic surveillance is already substantial and increas-
ing at a rapid rate. :

£l

Phesent Law and Practice. In 1928 the Supreme
Court decided that evidence obtained by wiretapping a
defendant’s telephone at a poin' outside the defendant’s
emises was admissible in a Fzderal criminal prosecu-
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tion.}* The Court found no unconstitutional search and
seizure under the Fourth Amendment. Enactment of
Section 605 of the Federal Communications Act in
193417 precluded interception and disclosure of wire
communications. The Department of Justice thas inter-
preted this section to permit interception so long as no
disclosure of the content outside the Department is
made.’* Thus, wiretapping may presently be conducted
by a Federal agent, but the results may not be used in
court. When police officers wiretap and disclose the in-
formation obtained, in accordance with State procedure,
they are in violation of Federal law.

Law enforcement experience with bugging has been
much more recent and more lirnited than the use of the
traditional wiretap. The legal sitvation with respect to
bugging is also different. The regulation of the national
telephone communication network falls within recognized
national powers, while legisiation attempting to authorize
the placing of electronic equipment even under a warrant
system would break new and uncharted ground. At the
present time there is no Federal legislation explicitly
dealing with bugging. Since the decision of the Supreme
Court in Silverman v. United States, 365 U.S. 505 (1961),
use of bugging equipment that involves an unauthorized
physical entry into a constitutionally protected private
area violates the Fourth Amendment, and evidence thus
obtained is inadmissible. If eavesdropping is unaccom-
panied by such a trespass, or if the communication is re-
corded with the consent of one of the parties, no such
prohibition applies.

The confusion that has arisen inhibits cooperation
between State and Federal law enforcement agencies be-
cause of the fear that information secured in one investi-
gation will legally pollute another. For example, in New
York City prosccutors refuse to divulge the contents of
wire communications intercepted pursuant to State court
orders because of the Federal proscription but do utilize
evidencc obtained by bugging pursuant to court order.
In other sections of New York State, however; prosecutors
continue to introduce both wiretapping and eavesdrop-
ping evidence at trial.

Despite the clear Federal prohibition against disclosure
of wiretap information, no Federal prosecutions of State
officers have been undertaken, although prosecutions of
State officers under State faws have occurred.

One of the most scrious consequences of the present
state of the law is that private parties and some law en-
forcement officers are invading the privacy of many citi-
zens without control from the courts and reasonable
legislative standards. While the Federal prohibition is a
partial deterrent against divulgence, it has no effect on
interception, and the lack of prosecutive action against
violators has substantially reduced respect for the law.

The present status of the law with respect to wiretap-
ping and bugging is intolerable. It serves the interests
neither of privacy nor of law enforcement. One way or
the other, the present controversy with respect to elec-
tronic surveillance must be resolved.

13 Olmstead v, United States, 277 U.S, 438 (1'28) .
1197 48 Star, 1103 (1934) , 47 U.S.C. &3 (1958). '
3 Ses teatimony of Aty Ceo. Nicholas Katzenbach, Hearings Before the
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The Commission recommends:

Congress should enact legislation dealing specifically
with wirctapping and bugging.

All members of the Commission agree on the difficulty
of striking the balance between law enforcement
benefits from the use of electronic surveillance and the
threat to privacy its use may entail. Further, striking this
balance presents important constitutional questions now
pending before the Supreme Court in Berger v. New
York,'® and any congressional action should await the
outcome of that case.

All members of the Commission believe that if authority
to employ these techniques is granted, is must be granted
only with stringent limitations. One form of detailed
regulatory statute that has been suggested to the Commis-
sion is outlined in appendix C, infra.*® All private use
of electronic surveillance should be placed under rigid
control, or it should be outlawed.

A majority of the members of the Commyssion belicve
that legislation should be enacted granting carefully cir-
cumscribed authority for electronic surveillance to law
enforcement officers to the extent it may be consistent with
the dlecision of the Supreme Court in Berger v. New
York,**! and, further, that the availability of such specific
authority would significantly reduce the incentive for, and
the incidence of, improper electronic surveillance.

The other members of the Commission have serious
doubits about the desirability of such authority and believe
that without the kind of searching inquiry that would
result from further congressional consideration of elec-
tronic survcillance, particularly of the problems of bug-
ging, there is insufficient basis to strike this balance against
the interests of privacy.

Matters affecting the national security not involving
criminal prosecution are outside the Commission’s man-
date, and nothing in this discussion is intended to affect
the existing powers to protect that interest.

SENTENCING

Criminal statutes do not now authorize greater punish-
ment when the violation was committed as part of an
organized crime business. The Model Sentencing Act
creates a scparate category for such violations. It pro-
vides for 30 ycars’ commitment of any felony offender
who is so dangerous that the public must be protected
from him and whose fclony was committed as part of a
continuing criminal activity in concert with onc or more
persons.’’? The Model Penal Code also contains separate
provisions for heavier sentences of defendants connected
with organized crime."? -

The Commission recommends:
Federal and State legislation should be enacted to pro-

vide for extended prison terms where the evidence, pre-
sentence report, or sentence hearing shows that a felony

was committed as part of a continuing illegal business in
which the convicted offender occupied a supervisory or
other management position.

This will make it possible to distinguish, for example,
between the streetworker in a gambling operation and an
office supervisor or higher management person.

There must be some kind of supervision over those
trial judges who, because of corruption, political consid-
erations, or lack of knowledge, tend to mete out light
sentences in cases involving organized crime management
personnel.  Consideration should therefore be given to
allowing the prosccution the right of appeal regarding
sentences of persons in management positions in an
organized crime activity or group. Constitutional re-
quirements for such an appellate procedure must first be
carefully explored.

APPEALS FROM SUPPRESSION ORDERS

The Commission’s recommendation 4 that prosecutors
be permitted to appeal trial court orders suppressing evi-
dence is particularly important in organized crime cascs,
where so much investigative and prosecutive time has
been expended, and where cvidence gathering is ex-
tremely difficult. Allowing appeals would also help over-
come corrupt judicial actions. In gambling cases, par-
ticularly, arbitrary rejection of evidence uncovered in a
search is one method by which corrupt judges perform
their services for organized crime.

PROTECTION OF WITNESSES

No jurisdiction has made adequate provision for pro-
tecting witnesses in organized crime cascs from reprisal.
In a few instances where guards arc provided, resources
roquire their withdrawal shortly after the particular trial
terminates. On a case-to-case basis, governments have
helped witnesses find jobs in other scctions of the country
or have even helped them to cmigrate.  The difficulty of
obtaining witnesses because of the fear of reprisal could
be countered somewhat if governments had established
systems for protecting cooperative witnesses.

The Commission rccommends:

The Federal Government should establish residential
facilitics for the protection of witnesses desiring such
assistance during the pendency of organized crime
litigation.

Alter trial, the witness should be permitted to remain
at the facility so long as he nceds to be protected. The
Federal Government should establish regular procedures
to help Federal and local witnesses who fear organized
crime reprisal, to find jobs and places to live in other
parts of the country, and to preserve their anonymity
from organized crime groups.

1 Ng. 613, U.S., April §, 1967
0 Blakey, Aspects of the Zvidence Guthcring Process in Organized Crime
Cases: A Preliminary Analysis 106-113, printed a5 appendix G of this volume.

111 Na. 615, April 6, 1907.

U3 NAT'L COUNCIL ON CHIME & DELINQUENCY, MODEIL SENTENCING AGT arl. 3,
§5(b), (c) (1963). Seo also Rector, Sentencing the Racketeer, § cmiME & pELIN.
Qquency 385-89 (1062),

Ut Articlo 7, § 7.03 (Propossd Official Droft 1962) provides in pari: “The
Court may scntence © person who has hren convioted of a felony to an extended
term of imprisonment if . . .

“(2) The defendant is o profcssional crhminal whose commitment for an
rxtended term js necessary lor protcetion of the publie. R

“The Court shall not make such o finding wnlcss the defendant s over
twenty-ono yeara of age anl:

*(a) the circumsinucy
devoted himaclf to cr

“(b) the defendant has sub

of tho crime show that the defondant has knowingly
1 activity a5 o major source of livelihaod; or
) income or resources not explained to be
ctivity.”
1 General Report_of this lssion, THE CHALLENGE OF CRIME IN A FAEL
socry, ch. 5 {1967); Repurt of the Task Force on the Administration of
Justice 147-48.
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INVESTIGATION AND PROSEGUTICN UNITS

tate and Local Manpower. There is, as described
hove, minimal concentrated law. enforcement activity
irected at organized crime. Cimly a few cities have es-
hblished police intelligence anc “prosecutorial units spe-
ifically for developing organi:ed crime cases. Legal
bols such as electronic surveillance and immunity will
e of limited use unless an adeqate body of trained and
xpert investigators and prosecutors exists 10 use those
ools properly.

Py W S e P VR JHON

The Commission recommend.: -

Every attorney general in States where or'ganized crime
exists should form in his office a unit of attorneys and
investigators to gather informat on.and assist in prosecu-
tion regarding this criminal act vity.

Investigators should include those with the special
ills, such as accounting and undercover operations,
rucial to organized crime metters. Members of the
tate police could be assigned to this unit. In local areas
here it appears that the jurisdiction's law cnforcement
gencies are not adequately cor batting organized crime,
tate police should conduct inv stigations, make arrests,
r conduct searches upon requi st of any branch of the
bcal government. This shoull be done without the
nowledge of local officials if, ber ause of apparent corrup-
on, it is necessary. The State palice should cooperate
ith and scek advice from the State attorney general’s
ecial unit. For local enforcer zent,

g e e g an @

The Commission recommend::

Police departments in every mijor city should have a
special intelligence unit solely to ferrct out organized
ctiminal activity and to collec: information regarding
the possible entry of criminal cai tels into the area’s crim-
inal operations.

Staffing necds will depend on local conditions, but the
intelligence programs should have a priority rating that
insures assignment of adequate personnel. Perhaps the
ehormous arount of manpower ilevoted to petty vice con-
ditions should be reduced and tk e investigative personnel
for organized crime cases increased. Ciriteria for evalu-
ating the effectiveness of the uni s, other than mere num-
bers of arrests, must be developec.. :

The background of potential iitelligence unit members
should be investigated extensively and only the most tal-
ted and trustworthy assigned to: those units, Salary
dvels should be such that memt ership in the unit could
ka career in itself.

One of the duties of the polici: legal advisers ** should
consultation with the intelliger ce unit. Special training
tograms should be used to teacli the necessary skills
fjvolved in organized crime invi stigative work.

Because of the special skills anc. extensive tirae involved
n organized crime cases, pros cution thereof requires
concentrated efforts.

3Tg _g52

The Commission recommends:

The prosecutor’s office in every major city should have
sufficient p igned full time to organized crime
cases.  Such personnel should have the power to initiate
organized crime investigations and to conduct the
investigative grand juries recommended above.

Special training in these legal tactics should be provided;
the prosecutors should work closely with the police units,

Development and dissemination of intelligence. Since
the activitics of organized crime overlap individual police
jurisdictions, the various law enforcement agencies must
share information and coordinate their plans.

On the Federal level, enforcement agencies are furnish-
ing a large amount of intelligence to the Organized Crime
and Racketeering (OCR) Section in the Department of
Justice. But there is no central place where a strategic
intelligence system regarding organized crime groups is
being developed to coordinate an integrated Federal plan
for enforcement and regulatory agencies.

The Commission recommends:

The Federal Government should create a central com-
puterized office into which each Federal agency would
feed all of its organized crime intelligence.

Intelligence information in the OCR Section is now re-
corded manually in a card catalog. Much information,
such as that discovered in grand jury proceedings, has not
been incorporated because of limited resources. Many
Federal agencies do not submit information on a case until
it has been completed. A central office in the De-
partment of Justice should have proper recording facili-
ties and should analyze intelligence information fed to it
by all relevant Federal agencies keeping current with
events. A pool of information experts from the FBI,
Secret Service, Central Intelligence Agency and other de-
partments and private companies should help build the
system, which would employ punch cards, tapes, and other
modern information storage and retrieval techniques.
Each agency, of course, would maintain its own files,
but being able to draw upon the capability of the
central computer would eliminate duplication of effort
and justify the cost of the new operation. A strategic
intelligence system necessary to satisfy investigative, pros-
ecutive, and regulatory needs must have specialists in
economics, sociology, business administration, operations
research, and other disciplines, as well as those trained in
law enforcement.

Since organized crime crosses State lines, the Com-
mission recommends thc creation of regional organiza-
tions, such as that established by the New England State
Police Compact. Large States could develop statewide
systems, such as cxists in New York,™ as well as participate
in regional compacts.

These systemns should permit and encourage greater
exchange of information among Federal, State, and local

5 Seo Caplan, The Police Legal Advisor, Report of the Police Task Force
(appendix A, ch. 3).
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Coordinated Effort Against Organized Crime

Commitment of Palitical Leaders Commitment of Political Leaders
26 Federal Investigative Agencles Local Police Special Units
Federal Prosecutors’ Units Local Prosecutors' Units
Federal Regulatory Agencles Government Crime Commissions
Joint Congressional Investigative Committes Grand Jury Reports

Federal Groups

Local Groups

Organized Crime

State Groups Private Groups
Commitment of Political Leaders - Commitment of Gitizens
State Police Investigations Private Crime Commissions
State Attorney General Inteltigence Units Press and News Media
State and Reglonal Intelligence Groups Social Sclentists

State Prosecutors’ Units _ Private Trade Associations

State Regulatory Agencies

Government Crime Commissions
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134  THE FEDERAL EFFORT AGAINST ORGANIZED CRIME

i
|
i
i

agencies. Currently, information sharing proceeds on a
personal basis; i.e., information is given officers who,
through personal contact with agents of the dissemina-
torj have proved their trustworthiness.
Perhaps a central sccurity syste:n should be developed
(like the military system), in wh.ch one who has been
cleared to receive information and who demonstrates a
neéd for it can obtain information, whether or not the dis-
serpinator and recipient are personally acquainted.
Stgqndards for clearance should te established, and any
agency with available manpower could conduct the in-
vestigation of potential recipients of information.
Sharing information on other than a person-to-person
babis of mutua) trust will be a del catc evolutionary proc-
esf. Preservation of the sccrecs of each confidential
informant’s identity is an absolu:e requirement for any
successful intelligence-gathering agency. Law enforce-
ment agents are Joath to make infc rmation available when
its[source could be guessed or infzrred, Howaver, great
aniounts of intelligence can be shared without revealing
the possible identity of the infoimant, and information
sharing by means of a mechanica’, céntral security system
would still be of great value, L. ) T
{The proposed organized crime intelligence program of
the New York State Identification and Intelligence System .
isjone way to solve the problerr of keeping the source
information secret. By that system the agency that
cgmmits information to central s orage would be allowed
tg choose what other agencies miy draw upor: those par-
t'\ltuiar data.

, The Commission recommends:

T‘hc Department of Justice skould give financial as-
tance to encourage the development of efficient sys-
ms for regional intelligence gathering, coflection and
issemination. By financial a:sistance and provisions
security clearance, the Depart ment should also sponsor
nd encourage research by the 10any relevant disciplines
egarding the nature, develpment, activities, and
organization of these special criminal groups.

|
Fedeval Law Enforcement. The Attorney General

should continue to be the focal point of the Federal en-
forcement drive against organzed crime. The Orga-
nized Crime and Racketeering OCR) Section is the co-
g’rdinating and policymaking bo ly within the Department

Lo N - - P - )
5

f Justice. The Commission lelieves that greater cen-
ralization of the Federal effort is desirable and possible.
Experience in some areas has shown that an effective
Parmcrship can be built between OCR Scction attorneys
and prosecutors in the 94 U S. \Mtorneys’ offices through-
put the Nation. Such cooperation should be the rule for
he organized crime program, which should not be the
exclusive province of either the OCR Section or the U.S.
'f\ttorncys.
. Different responsibilities within the Federal agencics
have produced investigators with special skills and talents.
[The cxpertise of these agents s10uld be used by organiz-
ing them into investigative teims that work exclusively

| 17 0a Feb. 23, 1967, Cong. William C. Cramer (R.-Fla.} introduced a bill
juatling for the creatian of 2 joint congressicnal committee on organized crime to
implement_the recommendation of this Conmission. H.R. 6054, 90th Cong., Ist
Sess. (1967),

|
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on arganized crime matters under the direction of the
OCR Section.

The Commission recommends:

The staff of the OCR Section should be greatly increased,
and the section should have final authority for decision-
making in its relationship with U.S. Attorneys on
organized crime cases.

The Federal Government could also do much to assist
and coordinate the work of State and local organized
crime enforcement. There is very little such assistance
at present.

The Commission recommends:

A technical assistance program should be launched
wherein local jurisdictions can request the help of ex-
perienced Federal prosecutors from the OCR Section.
The Department of Justice, through the FBI and the
OCR Section, should conduct organized crime traini

sessions for State and local law enforcement officers.

This training could supplement the extensive general
enforcement sessions now conducted by the FBI and the
narcotics enforcement training offered by the Federal
Bureau of Narcotics. The proposed training would con-
centrate on the development of special investigative and
prosecutive techniques necessary in organized crime
investigations.

In view of the additional responsibilities cast upon the
OCR Section by these rccommendations, perhaps its sta-
tus should be raised to a division-level operation which
would be headed by an Assistant Attorney General ap-
pointed by the President.

These recommendations for the OCR Scction would
not remove any of the existing responsibility of Federal
investigating agencics.

Legislative Investigations. To give necessary impetus
to a continuing drive against organized crime, the public
must be constantly informed of its manifestations and
influences.  The changing nature of organized criminal
activities also requires that legislators constantly analyze
needs for new substantive and procedural provisions.

The Commission recommends:

A permanent joint congressional committee on organized
crime should be created.’”

A permanent committee would focus the interest of
those members of Congress who have in the past displayed
concern with the problem, and would involve a greater
number of legislators than at present. It could mean that
there would be a larger staff to concentrate on the prob-
lem and to permit consideration of the implications
of any new legislation for organized crime. In addition,
the creation of such a committee would place the prestige

i
i
i
i
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of the U.S. Congress behind the proposition that.oi'.ga-
nized crime is a national problem of the highest priority.

PUBLIC AND PRIVATE CRIME INVESTIGATING COMMISSIONS

Crime investigating commissions financed by State gov-
ernments, such as in New York and Illinois, have proved
to be cffective for informing the public about organized
crime conditions. Legislative proposals to combat orga-
nized crime also result from the hearings of these com-
mittees.

The Commission recommends: .

States that have organized crime groups in operation
should create and finance organized crime investigation

issi with independent, permanent status, with
an adequate staff of investigators, and with subpoena
power. Such commissions should hold hearings and
furnish periodic reports to the legislature, Governor, and
law enforcement officials. .

Independent citizen crime commissions in metropolitan
areas can provide enlightened resistance to the growth of
organized crime and to the formation of alliances between
it and politics. A citizen crime commission can give re-
liable and determined community leadership to assess the
local government's effort to control organzed crime. It
can provide impartial public education, marshal-public
support for government agencies that have committed re-
sources to special organized crime drives, monitor judicial
and law enforcement performance, organize public re-
sponses, and enlist business cooperation against infiltration
by organized crime.

The Commission recommends:

Citizens and business groups should organize permanent
citizen crime issi to bat organized crime.
Financial contributions should be solicited to maintain
at least a full-time exccutive director and a part-time

staff,

At this time there are not cnough citizen crime coms
issions functioning effectively in the Nation. A nation-
al coordinating headquarters could be established in
Washington, D.C., to encourage and guide the creation
of new commissions and to provide services to improve
cxisting ones.  Private foundation funds should be sought
to help establish and administer the headquarters.

It would provide channels for communication among
citizen crime commissions, between such cornmissions and
national agencies of government, and between crime com-
wissions and mutual interest associations such as the Inter-
national Association of Chiefs of Police, the National Dis-
trict Attorneys Association, the National Council on
Crime and Delinquency, and others.  Such a headquar-
ters could give concerned citizens in any community the
technical assistance necessary for initiating a crime com-
mission. In addition to making trained personnel avail-

' 1” Jobnson, Organtaed Crime: Chllenge to the American Logal System (pt. 2),
54 . CRUM. L., C. & P8, 1, 2226 (1963).
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able for short-term assignments with local commissions,
a headquarters could establish formal procedures for
training professionals in crime commission management.
A national headquarters could also motivate States and
communities to undertake reforms in their criminal jus-
tice systems and to deal with other community problems
unrelated to organized crime,

PRIVATE AND GOVERNMENT REGULATION

Law enforcement is not the only weapon that govern-
ments have to control organized crime. Regulatory ac-
tivity can have a great effect. One means to diminish
organized crime’s influence on politics, for example, would
be  legislation subjecting political contributions and
expenditurcs to greater public visibility and providing
incentives for wider citizen contributions to State and
local political activity. Tax regulations could be devised
to require disclosure of hidden, or beneficial, owners of
partnerships and corporations that do not have public
ownership,

Government at various levels has not explored the
regulatory devices available to thwart the activities of
criminal groups, especially in the area of infiltration of
legitimate business. These techniques are especially valu-
able because they require a less rigid standard of proof
of violation than the guilt-beyond-a-reasonable-doubt re-
quirement of criminal law. Regulatory agencies also
have powers of inspection not afforded to law enforce-
ment.  State income tax enforcement could be directed
at organized crime’s businesses. Food inspectors could
uncover regulatory violations in organize- crime’s res-
faurant and food processing businesses. Liquor author-
ities could closc premises of organized crime-owned bars
in which illicit activities constantly occur.!®®  Civil pro-
ceedings could stop unfair trade practices and antitrust
violations by organized crime businesses, Trade associa-
tions could alert companies to organized crime’s presence
and tactics and stimulate action by private business.

The Commission recommends:

Groups should be created within the F. ederal and State
departments of justice to develop strategies and enlist
regulatory action against businesses infiltrated by
organized crime.

Private business associations should develop strategies to
prevent and uncover organized crime’s illegal and unfair
business tactics,

NEWS MEDIA

In recent years, the American press has become more
concerned about organized crime. Some metropolitan
newspapers report organized crime activity on a continu-
ing basis, and a few cmploy investigative reporters whose
exclusive concern is organized crime. The television in-

—_—



try, as well, bas accepted a responsibility for inform-
the American citizen of the magnitude of the problem.
In some parts of the country re velations in local news-
papers have stimulated governme 1tal action and political
form. Especially in smaller <ommunities, the inde-
pendence of the press may be the public’s only hope of
ding out about organized crim:.  Public officials con-
ned about organized crime are encouraged to act when
comprehensive newspaper report ng has alerted and en-
ed community support.

'The Commission recommends:

I newspapers in major metroj wlitan areas where or-
ganized crime exists should desig 1ate a highly competent
reporter for full-time work and writing concerning or-
ganized criminal activities, the corruption caused by it,
d governmental efforts to con trol it. Newspapers in

1l ities dominat y organized crime
should fulfill their responsibility to inform the public of
the nature and consequence of th ese conditions.

PiARTICIPATION BY LOCAL GOVER YMENT LEADERS

! Enforcement against organizel crime and accompany-
inig public corruption procecds with required intensity
ohly when the political leaders in Federal, State, and local
gpvernments provide aggressive feadership.*® They are
the only persons who can secur: the resources that law
chforcement needs. They are the only ones who can
aksure police officials that no ille zal activity or participat-
ihg person is to be protected fom proper enforcement
action. They are the only ones who can insure that per-
sbns cooperating with organized criminal groups are not
dppointed to public office. Th-y are the only oncs who
dan provide for effective monitc ring of regulatory action
th expose irregular practices or ‘avors given to businesses
dominated by criminal groups. They are the ones who
d for a police chief who institutes
1
f

an provide full backing
and other practices ™™

nternal inspection, promotion
or controlling police corruption

Mayors, Governors, and the President of the United
tates must be given adequatc information. concerning
yrganized crime conditions. Disemination cf incomplete
r unevaluated intelligence about individuals would pre-
ient grave civil liberties problerrs. ‘However, government
aders must be made aware of *he particular activities of
organized crime groups.

i The Commission recommend;:
Enforcement officials should provide regular briefings to
Jeaders at all levels of governm ent concerning organized

crime conditions within the ju risdiction,

i The bricfings should be suf plemented by written re-
iports further describing those cc mditions as well as current
‘governmental action to combz ¢ them. Reports of con-

11 The results of the progrand Iniliated s Ggv. John Dempsey in Connecticut
;illullr_llc the improvements in law enforce ient which can Le achieved against
i “ed crime. - [n reaponse o grawing ct acern over the problems of organized
| gumbling, on Feb. 25, 1965, the Goverso cieated s Commiice on Gambliog
{ %40 take a hard look gt illegal urganized g mbling in Connceticut and to Initiate
steps to deal with the problems thet il prdsents.” CONN. Gov.’s coMM. on
GAmBLmG nze. 4 (1965). Tho committce was: composcd of judges,

local law coforcement offcials, Tepresentat re Federal officials, and State prose-
cutors. Purauant to ite first rapurt and rcommendations, a significant increase
Sn the number and term of jall sentences Imposed by the wouris an convicted

P
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ditions should also be furnished periodically by the Fed-
eral Government to State and local jurisdictions, and by
State governments to local jurisdictions. Reports should
be withheld from jurisdictions where corruption is appar-
ent and knowledge by a corrupt official of the informa-
tion in the report could compromise enforcement efforts.

Public fears of reporting organized crime conditions to
apparently corrupt police and governmental personnel
must also be met dircetly. If an independent agency for
accepting citizen grievances is established,®*" it should be
charged with accepting citizen complaints and informa-
tion about organized crime and corruption.

Information obtained in this way could be forwarded
to Federal, State, or local law enforcement officials, or to
all of them, at the direction of the agency. Names of
sources should be kept confidential if the citizen so requests
or if the agency deems it necessary.

The above program is not intended as a series of inde-
pendent proposals. It represents an integrated package
requiring combined action by the American people, its
governments and its businesses. Organized crime suc-
ceeds only insofar as the Nation permits it to succeed.
Because of the magnitude of the problem, the various
branches of government cannot act with success in-
dividually. Each must help the other. Laws and pro-
cedures are of no avail without proper enforcement
machinery. Prevention fails unless citizens, individually
and through organizations, devise solutions and encourage
their elected representatives. Regulatfon must accom-
plish what criminal law enforcement cannot. Above all,
the endeavor to break the structure and power of orga-
nized crime—an endeavor that the Commission firmly
believes can succced—requires a commitment of the pub-
lic far beyond that which now exists. Action must replace
words; knowledge must replace fascination. Only when
the American people and their governments develop the
will can law enforcement and other agencies find the way.

In many ways organized crime is the most sinister kind
of crime in America. - The men who control it have be-
come rich and powerful by encouraging the needy to
gambie, by luring the troubled to destroy themselves with
drugs, by extorting the profits of honest and hardworking
businessmen, by collecting usury from those in financial
plight, by maiming or murdering those who oppose them,
by bribing those who are sworn to destroy them. Orga-
nized crime is not merely a few preying upon a few. In
a very real sense it is dedicated to subverting not only
‘American institutions, but the very decency and integrity
that are the most cherished attributes of a free society.
As the leaders of Cosa Nostra and their racketeering
allies pursue their conspiracy unmolested, in open and
continuous defiance of the law, they preach a sermon that
all too many Americans heed: The government is for sale;
lawlessness is the road to wealth; honesty is a pitfall and
morality a trap for suckers.

The extraordinary thing about organized crime is that
America has tolerated it for so long.

e ————

qambling laow ofienders océMred. Lucal police dopartment cnforcencnt effosts
both indepondently and in collaboration with . Sex

(1965) ; Conn. Gov.’s
A second supplemental report is beiug
which will reveal still

CONN. GOY.'B COMM. ON CAMBLING REP.
Tet Supplemental Rep. {mimeo. 1966).
prepared by the committee at the time of his writing,
incressed enforcement results.

155 feneral Report of this Commimon, THE CHALLENGE OF CRIME IN 4 FREZ
socrere 115.16 (1267) ; Report of the Police Task Force, ck. 7.

1ok Genersl report of thin Commission, THE CHALLENCE of
socizry 102-03 (1967},

CRIME IN A FHEE
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